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DECEMBER, 1938 


BRITISH OVERSEA INVESTMENTS, 1937 


In presenting the results of my survey of Britain’s oversea 
investments in 1937, I wish, at the outset, to renew my thanks to 
the banks and issuing houses in London, and to many hundreds 
of companies at home and abroad, who, by their continued 
co-operation, now extending over a period of ten years, have 
made it possible for me to follow the progress of these invest- 
ments during a period in which world production and trade have 
not only passed alternately through slump and boom, but 
also through economic and political changes of unprecedented 
rapidity. I should also like to make special acknowledgment of 
the additional material placed this year at my disposal by a 
large number of banks and companies, which has enabled me to 
reduce the margin of error in the section dealing with invest- 
ments in companies registered abroad, and to arrive at figures 
for which a considerable degree of reliability may now be claimed. 

Before proceeding, I wish to make clear, first, that the 
figures relating to capital refer (wherever possible) to nominal 
capital, and that detailed analysis is confined to securities quoted 
officially or unofficially or otherwise known to the London market ; 
secondly, that income figures comprise interest and dividends 
accruing to United Kingdom investors before deduction of British 
income tax; and, lastly, that repayments represent actual sums 
repaid and remitted to the United Kingdom, and not the nominal 
value of bonds and shares redeemed. Repayment figures, more- 
over, include sums remitted in connection with refunding opera- 
tions—i.e., sums which may have been raised in whole or in 
part by the proceeds of fresh borrowing.! 

No direct relation subsists’ between income as here specified 
and income from oversea investments as understood in a dis- 
cussion of the United Kingdom balance of payments. For the 
latter purpose net profits are the important consideration; and 
these may be considerably greater than dividend disbursements 
in times of good years, or substantially less in poor. Again, 

1 Conversion operations are, however, excluded. 
No. 192.—vo, TT 
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dividends distributed are generally based on profits which are 
earned many months prior to the date of dividend declarations. 
Finally, there are one or two classes of remittances other than 
dividend and interest payments associated with the operations 
of British companies abroad, such as head-office expenses, salaries 
and fees of London directors, etc., which also have an important 
bearing on the balance of payments, but which do not come 
within the scope of the present study. 

In some respects the 1937 results are of special significance, 
since it now appears that the upward movement of the trade 
cycle which began in 1932 reached its peak in that year. At any 
rate, profits, which after 1933 rose continuously and mounted 
very steeply in the second half of 1936 and the early part of 
1937 under the influences of world rearmament and inflated 
commodity prices, were severely reduced in the latter part of 
1937 following the collapse in the commodity markets. Over the 
whole year, however, profits both of companies operating at home 
and abroad were, on balance, still considerably higher than in 
1936, and despite the sharp decline in industrial activity in the 
current year, for reasons which will be given later, profits are not 
expected to show a corresponding shrinkage in 1938. The time- 
lag between a change of trend in the trade cycle and its effect on 
dividends and interest payments is, of course, greater than in the 
case of profits. Total oversea investment income rose between 
1933 and 1936 from 72 to 88 per cent. of its 1930 level. In 1937 
it advanced still further to 94-6 per cent. of the 1930 figure, whilst 
it is even possible that another small increase may be registered 
in 1938. 

Security markets, however, more immediately sensitive to 
changes in cyclical activity, and indeed often preceding them, 
fully reflected the recession in trade and industrial activity of 
1937. As a result, the flow of British investment capital to Wall 
Street, which during the preceding years had almost restored 
United Kingdom investments in the United States to the 1929 
level, received a sharp check, the precipitate decline in Wall 
Street markets causing a moderate reversal of this movement in 
the latter part of 1937.1 


Oversea Government and Municipal Bonds and Stocks. 


Since the depression which began in 1929, opportunities for 
investment abroad have been so limited that it is very doubtful, 


2 0n balance, however, ignoring fluctuations in market value, a net increase 
was recorded in British investments in the U.S.A. in 1937. 
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even in the absence of Treasury restrictions on new oversea lend- 
ing, whether any substantial foreign investment would have been 
undertaken. This applies with even greater force to investments 
in oversea Government and Municipal bonds. New lending for 
foreign Government account has been negligible, whilst if funding 
bonds issued in respect of unpaid interest, commercial indebted- 
ness, etc., were excluded from consideration, the total amount 
outstanding in foreign Government and Municipal bonds would 
show a considerable reduction. For this, sinking-fund payments 
(where still operating) and repurchases by foreign Governments 
or their nationals of bonds issued on the London market have 
been mainly responsible. Dominion Government loans have been 
floated from time to time, although in the past few years these 
have been mainly connected with conversion and refunding 
operations. Here again, however, the net increase has not been 
appreciable. Thus, almost the most that can be said about this 
category is that it has remained-rather stationary in quantity. 
Meanwhile the status of foreign bond investments has undergone 
progressive deterioration, a development which has become still 
more pronounced owing to increasingly adverse political develop- 
ments in the Far East, and the general worsening of the political 
situation in Europe during the past year. 


Dominion, Colonial and Foreign Public Sterling Loans ; Holdings 
in the United Kingdom and abroad (as at December 31, 1937). 


United 
Kingdom, %. | Abroad, %. 
Dominion and Colonial Governments. ‘ 88-7 11-3 
Dominion and Colonial 85-8 14-2 
Foreign Governments . 58-2 41-8 
Foreign Municipalities . 72-6 27-4 


The percentages in the above table relate to interest paid in 
London, tax-deducted and tax-free respectively. Subject to 
qualifications mentioned in previous articles, they may be taken 
as indicating roughly the respective proportions of these loans 
held in the United Kingdom and abroad. Difficulty sometimes 
arises regarding sterling tranches issued abroad and other loans 
payable either in London or abroad at the option of the holder; 
but since sterling exchange displayed general strength almost 
throughout 1937, there is no reason to believe that British holders 1 
cashed many coupons abroad last year. 

1 The term “ British holder” is taken to mean a resident or institution 
domiciled in the United Kingdom. ‘: 
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The fact that a substantial amount of foreign Government 
sterling bonds (exceeding 50 per cent. for some countries) is held 
abroad is now a matter of common knowledge, owing to the 
prominence given in recent years to the re-purchases by foreign 
nationals of the low-priced, defaulted bonds of their own countries. 
It is not equally well known that over 11 per cent. of Dominion 
Government loans and over 14 per cent. of Dominion Municipal 
loans are held abroad. There is reason to believe, however, that 
the amounts in the possession of individual oversea holders are 
relatively small, and that most of the Dominion loans held abroad 
are owned by public bodies in the Dominions either in the shape 
of sinking funds for internal loans or as invested reserve funds. 
The proportion of 11-3 per cent. of Dominion Government loans 
held abroad compares with 9-9 per cent. at the end of 1936, 
from which it may be inferred that a part of the increase in the 
London balances of the Dominions last year was invested in 
these loans. A growing reluctance on the part of some 
Dominion authorities to make use of oversea capital markets is 
observable, due partly to a natural anxiety to avoid a further 
enlargement of an already burdensome external debt, partly 
to increased savings enabling them to make better use of 
their own capital markets. Should this tendency continue, the 
accumulation of sinking funds, whether invested on account 
of internal loans or against sterling loans, may gradually cause a 
further rise in the proportion of sterling loans held overseas. 


TABLE I. 


British Nominal Capital Invested in Oversea Government and 
Municipal Loans : Income Remitted and Sums Repaid. 


(£000.) 
Nominal Capital. Income. Repayment. 
1937. 1936. 1937. 1936. 1937. 1936. 
Dominion and 
Colonial Gov- 
ernments - | 1,002,100 | 1,016,000 | 38,972 | 42,344 | 19,597 | 74,711 
Dominion and 
Colonial Muni- 
cipalities F 86,500 84,200 | 3,903 4,020 1,279 2,438 
Foreign Govern- ‘ 
ments . > 308,300 312,600 | 10,842 | 11,685 5,613 8,850 
Foreign Munici- 
ties . : 28,300 28,400 872 868 1,245 1,547 
1,425,200 | 1,441,200 | 54,589 | 58,917 | 27,734 | 87,546 


The most surprising fact disclosed by the above figures is the 
fall of £4-3 million in income in 1937, compared with the previous 


H 
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year. As shown in the next table, this is the largest decline 
registered in this category of investments since these statistics 
were first compiled; total income at £54-6 million is actually 
£11-3 million below the corresponding figure for 1931. It seems 
perhaps even more remarkable that the highest figure should 
have been reached in 1931, a year of deepening depression; and 
the lowest in 1937, in which year recovery reached its peak. The 
explanation of the former is that while 1931 income fully reflected 
the substantial new investments in foreign loans of the preceding 
years, defaults arising from trade depression which first occurred 
in 1930 did not exert their full impact on interest payments until 
1932. The comparatively severe decline that has taken place 
since 1935, and more especially in 1937, has been due to a number 
of causes. Two, the gradual increase in the proportion of 
Dominion sterling loans held by Dominion public authorities and 
the re-purchases by foreign nationals of their own low-priced 
foreign bonds, have already been mentioned above. Of much 
greater influence in the downward movement have been (a) the 
heavy repayments of recent years and (b) the appreciable reduc- 
tion in the average rate of interest resulting from refunding and 
conversion operations. For example, during the period 1928-32 
inclusive, repayments of Government and Municipal loans (sink- 
ing-fund payments and loans redeemed) averaged £24-3 million 
per annum; whereas in the period 1933-37 repayments averaged 
£48-8 million per annum. The 1936 figure of £87-5 million con- 
stituted a record. Similarly, conversion operations stimulated 
by the régime of low interest rates assumed large dimensions in 
1935 and 1936. 
II. 


British Investments in Empire and Foreign Loans 
and Income Received. 


(£000,000.) 
Empire Loans. Foreign Loans. Total. 

Nominal| In- | Rate,|Nominal|] In- | Rate,|Nominal| In- | Rate, 

Amount.| come.| %. |Amount.}come.| %. |Amount.)come.| % 
1928 | 1,036 | 43-8 | 4-2 364 18-1 | 5-0 1,400 | 61-9 | 4-4 
1929 | 1,061 | 46-4 | 4-4 351 18-2 | 5-2 1,412 | 646 | 4-6 
1930 | 1,080 | 46-9 | 43 357 17-8 | 5-0 1,437 | 64-7 | 4:5 
1931 | 1,104 | 48-4 | 4-4 337 17-5 | 5-2 1,441 | 65-9 | 4-6 
1932 | 1,109 | 48-9 | 4-4 323 13-5 | 4-2 1,432 | 62-4 | 44 
1933 | 1,147 | 49-1 | 43 333 12-0 | 3-6 1,480 | 61-1 | 4-1 
1934 | 1,163 | 49-1 | 4-2 336 12-0 | 3-6 1,499 | 61-1 | 4-1 
1935 | 1,157 | 48-2 | 4-2 346 12-3 | 3-6 1,503 | 60-5 | 4-0 
1936 1,100 | 46-4 | 4-2 341 12-5 | 3-7 1,441 58-9 | 41 
1937 | 1,089 | 42-9 | 3-9 336 11-7 | 35 1,425 | 546 | 3-8 


| 
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Thus in 1937 the full effect of these operations on interest 
payments was felt, although in that year repayments and refund- 
ing operations were actually on a considerably smaller scale than 
in the two preceding years. Between the end of 1934 and the 
end of 1937 repayments reduced United Kingdom investments in 
Empire loans by £74 million, whilst refunding and conversion 
operations lowered the average rate of interest paid on these 
loans from 4-2 to 3-9 per cent. The combined effect of these 
factors is seen in a decline of £6-2 million in the income from 
Empire loans during the period. By contrast, income from foreign 
loans remained almost stationary,! although there was a fall of 
£0-8 million between 1936 and 1937, due principally to a reduction 
in payments on Greek loans. 

A comparison of the sterling loans of the principal Dominion 
Governments outstanding at the end of 1930 with the position 
at the end of 1937 shows clearly the progress made in the con- 
version and consolidation of Dominion external debt. 


TABLE III. 


Number of Dominion Government Sterling Loans Outstanding at 
the End of 1930 and 1937. 


= Over 44%. Total. 
1930. 
Australia. 35 34 69 
Canada and Newfoundland . f 39 5 44 
India . 5 4 9 
South Africa > ll 4 15 
New Zealand ‘ 8 6 14 
98 53 151 
1937. 
Australia. ‘ 34 10 44 
Canada and Newfoundland . . 32 4 36 
India . 8 1 9 
South Africa 8 3 1l 
New Zealand 10 5 15 
92 23 115 


Thus, although the total capital invested in Empire loans has, 
on balance, remained almost unchanged, the number of Dominion 
loans outstanding has been reduced from 151 to 115. Australia 
has made the greatest progress in its conversion operations; the 


1 Suggesting that by the end of 1934 the area of default had virtually 
reached its maximum. 
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number of its loans bearing interest in excess of 4} per cent. is 
only ten, as compared with thirty-four in 1930. India has now 
only one loan carrying interest of more than 4} per cent. as com- 
pared with four in 1930. No similar operations were possible with 
Canadian loans, since these were mostly issued in pre-war years 
during periods of low interest rates. 

There are few loans maturing in the next two years in respect 
of which refunding or conversion operations will be possible. In 
fact, there has already been a sharp reduction in Dominion 
repayments in 1937—at £19-6 million compared with £74-7 
million in 1936. The 1937 figure is, indeed, the lowest, with 
the exception of 1934, recorded in the past six years. Early in 
the new decade, however, numerous loans bearing comparatively 
high rates of interest will fall within the scope of such operations 
if market conditions are favourable. It may be anticipated that 
at any rate one powerful factor making for further conversions 
will continue to remain in operation for many years. For good 
or ill, the present régime of low interest rates, brought about 
largely by general abandonment of the gold standard and con- 
sequent relaxation of limitations imposed by the size of Central 
Bank gold reserves, but maintained instead by a gradually improv- 
ing monetary technique, seems destined to continue for some time. 
Hence, although income from oversea Government and Municipal 
loans may be expected to remain stable at its present low level 
during the next few years, a further appreciable reduction some- 
what later would not be at all surprising. This possibility is of 
importance, since both the stability and size of income from public 
loans have hitherto acted as a cushion, and reduced the fluctua- 
tions to which oversea income as a whole would otherwise have 
been subject. Should the former be permanently reduced below 
£50 million per annum, variations in total investment income 
may in consequence increase considerably, and a further important 
influence be added to the many factors which have in recent 
years intensified cyclical fluctuations in trade and production. 
The significance of this possibility is further enhanced by a 
noticeable trend in new investment away from fixed interest 
securities in favour of equities.1 

Although total British investments in overseas Government 
and Municipal bonds show little net change between 1930 and 1937 
(see Table II), a geographical analysis discloses appreciable 
changes in the nominal amounts invested in some territories and 
particularly in the Dominions. 


1 A discussion of recent trends in new investment follows later. 
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IV. 


Comparison of British Capital Invested in Oversea Government and 
Municipal Loans ' at the End of 1937 and 1930 respectively. 


(£000,000.) 
1937. 1930. 

India and Ceylon . 251 261 
Canada and Newfoundland . : 115 97 
South Africa and Rhodesia . 106 118 
New Zealand “ 124 110 
Other British Territories ; ‘ 59 65 

Total Empire 1,089 1,083 
Europe ‘ 120 120 
Argentine . ‘ 34 33 
China . é 26 26 
Japan . ° 43 57 
Rest of World 21 27 

Total Foreign Countries . 336 357 


Investments? in Canada and Newfoundland have risen by 
£18 million, and those in New Zealand by £14 million. On the 
other hand, repayments have reduced investments in South 
Africa and Rhodesia by £12 million, India and Ceylon by £10 
million, and those of other British territories by £6 million. At 
first sight the smallness of the changes in respect of foreign 
countries seems rather surprising. Except for Japan, where 
repayments have diminished British loans by £14 million, and 
for some reductions in unimportant areas, there has been virtually 
no decline in foreign bonds held in the United Kingdom. The 
explanation is that during the past few years large new lines of 
foreign bonds have appeared on the market which were issued 
either in lieu of unpaid interest, frozen financial claims or in settle- 
ment of commercial arrears. The volume of such bonds out- 
standing at the end of 1937 is shown below. 


Funding Bonds Outstanding at the End of 1937 Issued since 1930 in 
Respect of Unpaid Interest, Commercial and Financial Arrears, etc. 
(£000.) 


Argentina . 13,526 
Colombia . ‘ 143 
Costa Rica ; 224 


1 Excluding Russian, Mexican and other bonds in default long before 1930. 
2 I.e., in this category. 
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United Kingdom holdings of these bonds now constitute approx- 
imately 7 per cent. of the total invested in foreign Government and 
Municipal bonds. Under the terms of the Anglo-German Pay- 
ments Agreement of 1934, German funding bonds increased at 
the rate of about £2 million per annum. The revised Payments 
Agreement arrived at this year, however, provides for the cessa- 
tion of these issues and for partial resumption of interest payments 
on German loans other than Dawes and Young which have been 
paid throughout. If we except Brazil, no further issues of funding 
bonds by foreign debtor countries seems likely for the time being. 
On the other hand, final settlement of questions relating to 
defaulted bonds stil] appears distant, and some further conversion 
of unpaid interest into long-term debt may have to be 
accepted.? 

We now proceed to an examination of our commercial invest- 
ments abroad, dealing with : 


(a) Companies registered in the United Kingdom. 
(b) Companies registered overseas. 


The separate treatment resorted to in these articles is based 
on the fact that, despite a number of borderline cases, the differ- 
ences between the two types of companies as regards ownership 
of capital, managerial control, taxation,” etc., are on the whole 
fairly distinct. Changes in the proportion of the securities held 
in the United Kingdom are determined by totally different factors 

‘for these two types of companies. For example, it is common 
knowledge that the high rate of British income tax is an effective 
deterrent to foreign purchases of the shares of British registered 
companies. As a result, foreign participation in these companies 
is seldom more than fractional. During the early part of 1937, 
however, it is probable that buying of British securities for foreign 
account was rather above normal, the combination of a rising 
London stock market with high dividend possibilities proving in 
many instances a sufficient counter-attraction to Continental 
quarters anxious to place funds abroad. Nevertheless, virtually 
the only cases where foreign holdings are conspicuously high occur 
when, for special reasons, substantial or controlling interests are 


1 An arrangement entered into with the Rumanian Government provided 
for the issue of Funding Bonds in respect of certain portions of interest, but so 
far no bonds have been issued. 

* The country of registration is not necessarily the only criterion in con- 
nection with liability to British income tax. Under recent legislation the country 
from which decisions governing the company’s policy emanate may be the 
determining factor. 
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acquired outright by foreign companies or Governments. On 
the other hand, the extent of British participation in foreign 
companies in the control of which the British investor can have 
no voice is governed entirely by his expectations either of com- 
paratively high dividends over a long period or of rapid apprecia- 
tion of capital. In recent years the hazards, political and other, 
have, except in the case of Dominion companies, made genuine 
long-term investment too risky a venture, so that most purchases 
of foreign shares have been of a purely speculative nature. 


British Companies Operating Abroad. 

The table set out below relates to the securities of British 
registered companies whose fixed assets are exclusively or mainly 
abroad. The overseas assets of the limited number of important 
companies conducting their principal business in the United 
Kingdom are covered separately later in an approximate estimate 
of private and unquoted investments. 


TaBLeE V. 
United Kingdom Capital Invested in British Companies Operating 
Abroad : Dividends and Interest Received and Capital Repaid. 
Share Capital (£000). 


1937. 1936. 

Nominal Divi- Nominal Divi- 

Amount dends. | Amount dends. 
Dominion and 1,500 3 1,500 3 
Indian Rails : 20,400 1,559 20,600 1,507 
USS. Rails ‘ : 800 24 800 16 
Foreign Rails 222,300 2,681 226,700 1,208 

anks ; 31,500 2,464 27,100 2, 

Breweries . 6,300 850 6,100 665 
Canals and Docks 600 22 12 
Commercial and Industrial * i 64,700 3,797 57,800 2,372 
Electric Light and Power . > 9,900 719 11,600 775 
Financial Land and Investment . 85,300 4,160 87,700 2,572 
Gas ‘ é 7,400 552 7,800 634 
Iron, Coal and Steel 2 3,600 66 
Mines . 116,600 13,416 108,200 9,532 
Nitrates ,300 2,6 
Oil . 106,300 16,068 106,800 13,795 
Rubber ,900 6,532 J 3,782 
Shipping 7,800 342 7,200 189 
Tea and Coffee . ‘ 40,500 2,572 40,400 2,213 
Telegraphs and Telephones 7 24,900 1,651 24,200 1,502 
Tramways 10,400 276 10,600 308 
Waterworks 4,100 236 3,900 203 

847,000 57,936 840,400 43,363 


* See next footnote. 
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TABLE V (continued). 
Loan Capital (£000). 


1937. 1936. 
Nominal In- Repay- | Nominal In- Repay- 
Amount. | terest. | ment. | Amount.| terest. | ment. 
Dominion and Colo- 
nial Rails . 28,600 1,256 | 11,608 27,500 1,381 149 
Indian Rails and 
Annuities . - | 66,600 2,810 2,867 63,100 2,695 3,663 
U.S. Rails . ‘ 800 32 — 800 32 — 
Foreign Rails . | 175,400 5,802 272 | 177,800 5,465 1,410 
Breweries . 900 47 2 900 47 8 
Canals and Docks . 3,200 195 21 2,800 185 27 
Commercial and In- 
dustrial * 10,600 388 1,528 17,100 598 1,650 
Electric Light and 
Power 3,600 212 995 4,700 250 439 
Financial Land and 
Investment - | 28,400 1,157 1,803 34,600 1,372 3,558 
‘ 2,000 93 96 2,000 94 24 
Iron, Coal and Steel 500 20 620 1,300 72 21 
Mines . 4,000 341 3,670 8,200 423 340 
Nitrates 1,700 62 2 i. —_— _ 
Oil 1,600 38 22 1,800 41 84 
Rubber 4,600 266 371 4,700 223 270 
ipping 3,900 123 264 3,800 137 359 
Tea and Coffee 2,600 115 100 2,600 93 168 
and 
Telephones . 4,400 189 7 4,200 176 202 
Tramways Om- 
nibus 17,500 267 130 17,800 252 63 
Waterworks . - 2,100 88 108 2,200 97 90 
363,000 | 13,501 | 24,506 | 379,300 | 13,633 | 12,525 


* See next footnote, 


As explained above, in the absence of new issues, ho great 
changes can be expected in this section of United Kingdom invest- 
ments. There was, however, a rise of £8-4 million in capital 
invested in mines between 1936 and 1937, due mainly to new 
flotations. It may, in fact, be affirmed that mining companies 
have really been the only concerns to attract fresh capital on an 
important scale since the depression. This has, of course, been 
brought about first of all by the rise in the price of gold following 
abandonment of the gold standard; whilst further investments 
have been encouraged, notably in South Africa, British West 
Africa and Australia, by the maintenance of that price. In more 
recent years the rise in base metal prices has induced a flow of 
capital to Rhodesia, where copper-mining operations have ex- 
panded considerably, whilst substantial sums of money have 
been raised to finance the development of lead mines in Yugo- 
slavia and Australia. Since 1930, United Kingdom capital 
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invested in the shares of British registered mining companies 
has risen from £66-0 million to £116-6 million, an advance of 
77 per cent. Apart from railways, these investments now con- 
stitute the largest single category, exceeding even oil investments. 
Changes in other sections between 1936 and 1937 were not of 
great significance, and, where noticeable, were due mainly to 
company re-organisation and to a certain amount of re-classifica- 
tion.1 A decline in United Kingdom holdings of the shares of 
rubber companies, however, is worthy of note, confirming as it 
does the rather unusual interest taken by Continental quarters 
in this market last year. 

Repayments of loan capital in this category, at £24-5 million 
in 1937, were nearly double those of the previous year. Practi- 
cally half this amount, however—viz. £11-6 million in the case 
of Dominion Rails—represented a refunding operation in 
connection with Rhodesia and Mashonaland railway companies. 
Loan capital of mining companies now outstanding is only £4 
million, both the Roan Antelope and Mufulira Copper Companies 
having redeemed their debentures in 1937. 

Turning now to income, it will be observed that dividend 
payments advanced from £43-4 million in 1936 to £57-9 million 
in 1937, the largest rise recorded since the compilation of these 
statistics. The average rate of dividend rose from 5-2 to 6-8 per 
cent., the latter figure being only slightly lower than that for 
1930. The rapid expansion in dividend payments in 1937 was 
in accordance with expectations, since such dividends reflected 
profits earned during a period which covered the second half of 
1936 and the early part of 1937, in which industrial activity, 
foreign trade and commodity prices attained their highest levels 
in the recent recovery. The largest rises were the following: 
mines £3-9 million, rubber £2-7 million and oil £2-3 million. 
Base-metal companies, and more particularly those engaged in 
copper and tin production, provided the main increase in the 
mining section, although receipts from gold mines were also 
larger, owing to the greater capital invested compared with the 
preceding year. Rubber dividends, at £6-5 million, were actually 
back to the level of 1929, a development which was not at all 
surprising, since the profits producing these dividends in 1937 
were earned during a period in which rubber quotas represented 
full productive capacity and rubber prices rose to high levels, 


1 An increase of £6-9 million in share capital and a decline of £6-5 million 
in loan capital in the case of Commercial and Industrial represent a purely 


technical change for statistical purposes. 
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touching a peak of 1s. 2d. per lb. The general improvement in 
economic conditions throughout the world resulted in appreciable 
rises in most of the other sections. The advance of £1-5 million 
in dividends from foreign Railways deserves special mention, 
not only because of the improved earnings of the railway com- 
panies, but also because it reflected the greatly strengthened 
_ exchange position of some of the South American countries, 
making possible increased remittances and the liquidation of 
arrears of preference dividends. 

A table showing the trend since 1929 of United Kingdom 
investments in British companies operating abroad and of receipts 
by way of dividends and interest is given below : 


TABLE VI. 
British Companies Operating Abroad. Capital Outstanding ; 
Dividends and Interest Received. 
(£000,000.) 
Share Capital. Loan Capital. Total 
Dividends 
Nominal | Divi % of | Nominal | Inter % of and 
Amount. | dends. | Capital.| Amount.| est. | Capital. | Interest 
1929 802 67-7 8-4 385 18-3 4-7 86-0 
1930 815 59-0 7-1 390 17-5 4:5 76-5 
1931 813 33-3 41 397 15-5 3-9 48-8 
1932 816 29-0 3-6 389 13-5 3-5 42-5 
1933 823 29-5 3-6 387 12-5 3-2 42-0 
1934 840 32-4 3-9 388 13-1 3-4 45-5 
1935 849 37-8 4:5 388 14-0 3-6 51-8 
1936 840 43-4 5-2 379 13-6 3-6 57-0 
1937 847 57-9 6-8 363 13-5 3-7 71-4 


The table shows that although dividends have doubled since 
1932, interest payments have remained unchanged. In 1932 
interest disbursements amounted to 32 per cent. of the total 
remittances in respect of British companies operating abroad ; 
in 1937 they accounted for only 19 per cent. Although con- 
tinuing default on numerous industrial bonds is still partly 
responsible for the absence of recovery in these payments, con- 
version operations have, as in the case of Government bonds 
also, been an important influence in recent years in reducing the 
average rate of interest. Taken in conjunction with the circum- 
stance that since 1932 share capital investments have expanded 
by £31 million and loan capital investments have declined by 
£26 million, this trend supports the view that the comparatively 
stable income derived from investments in fixed interest-bearing 
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securities may become a gradually declining proportion of total 
income from oversea investments (see p. 615). 

In view of the probability that the year 1937 will appear as 
that in which industrial activity and world trade reached a peak, 
a review of the outlook for income from British companies operat- 
ing abroad for the year 1938 is not without interest. Industrial 
securities declined severely in the second half of 1937, and the , 
fall continued in 1938, although not quite so steeply. Commodity 
prices followed a similar course, and since the larger part of the 
dividends from these investments is derived from commodity 
trade, the effect on profits will have been pronounced, particularly 
as, in addition to the fall in prices, output was more than halved in 
the cases of rubber and tea, and substantially reduced in that of 
copper, by the various international bodies administering restric- 
tion schemes. Nevertheless there are a number of reasons for 
believing that income accruing to investors will not be less than 
in 1937. Dividends in 1938 will still partly reflect the high 
earnings of early 1937. Secondly, the fall in profits in 1937-38 
was probably not as pronounced as the decline in prices and 
industrial activity. For example, it is common knowledge that 
commodity producers took advantage of the facilities afforded 
by the futures markets to sell their output, both actual and 
potential, at the inflated prices ruling in early 1937. They were 
thus able to maintain their profits despite the deterioration in 
the industrial outlook. This is confirmed by a study of the 
quarterly earnings of some of the base-metal-producing companies, 
which disclose only a small decline in profits for the first half of 
1938. Incidentally it may be observed that although the futures 
market thus enables raw-material producers to prolong their 
period of high earnings during the beginning of a trade recession, 
the effect on the consumers of these materials is the reverse, since 
they find that they have engaged themselves to hold or acquire 
large stocks at unprofitable prices and with diminishing orders. 
This, together with a tendency for business trends to be discounted 
earlier than in former times, is an important factor contributing 
to the rapidity of modern price fluctuations. A third reason 
for the view that there will not be a pronounced fall in dividend 
payments in 1938, is to be found in the highly conservative 
policy adopted by most companies during the recovery. The 
inereasing proportion of annual profits appropriated to reserve 
since 1934 has placed the majority of leading companies in a 
strong financial position, and thus ensured a continuation of 
reasonable dividend payments. 


i 
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These considerations suggest that the investor in British 
companies operating abroad may have continued to benefit in 
1938 from the high level of industrial activity in 1936 and 1937. 
The unfavourable effects of a sharp decline in profits cannot, 
however, be postponed indefinitely. Failing a substantial re- 
covery from the present recession, a considerable drop in receipts 
may be anticipated in 1939 and 1940. 


Companies Registered Abroad. 


The securities of companies registered abroad, but dealt in on 
the London market, vary considerably, from those in which 
United Kingdom holdings are insignificant to others in which 
they are substantial. In some instances virtually the whole of 
the capital is held in the United Kingdom, the companies in 
question being registered abroad largely for convenience. A 
number of the securities analysed below enjoy an international 
market which often displays great activity on occasions when, 
for one reason or another, substantial movements of funds take 
place between financial centres. American, Canadian, South 
African and certain Dutch and Swedish securities form the basis 
of this international market, purchases and sales being mainly of 
a speculative or of a short-term nature, frequently as a hedge 
against currency risks. South African gold-mining shares are, 
of course, especially popular on the Continent in periods of 
currency uncertainties. Dominion securities other than South 
African and Canadian are not held to any important extent by 
foreigners. There are, however, appreciable United Kingdom 
holdings of securities of Australian, New Zealand and Indian 
companies. 

The international market in many of the securities of com- 
panies registered abroad principally explains the substantial 
changes shown from year to year in the United Kingdom holdings. 
Indeed, these securities have constituted in recent years the only 
variable element in the otherwise static total of Britain’s oversea 
security investments. 

The flow of British capital into international and American 
securities during 1937 was governed largely by stock-market 
prospects. The rapid rise in Wall Street in the early part of that 
year undoubtedly stimulated British participation in the American 
market, as was evidenced by increased dealing in U.S. securities 
in the London market and large orders placed directly in New 
York. Published estimates of the increase in British holdings 
of American securities, however, are generally excessive, since 
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TaBLE VII. 
United Kingdom Capital invested in Companies Registered Abroad : 
Dividends and Interest Received and Capital Repaid. 
Share Capital (£000). 


1937. 1936. 
Nominal Divi- Nominal Divi- 
Amount dends. | Amount. dends 
Dominion and Colonial Rails ‘ 66,900 404 67,000 148 
USS. Rails 44,300 343 38,000 415 
Foreign Rails. 9,700 72 8,700 75 
Banks 25,000 1,348 27,800 1,440 
Canals and Docks ‘ 700 1,838 700 2,440 
Commercial and Industrial . ‘ 77,400 10,653 77,600 9,850 
Electric Light and Power . 22,100 1,623 19,000 1,520 
Land and Investment 12,100 354 14,600 356 
nm, Coal 13,500 614 12,400 370 
Mince 77,500 17,785 63,000 16,012 
Oil . 16,000 1,400 18,000 1,483 
Shipping . 5,400 271 7,200 304 
Telegraphs and Telephones: ‘ 5,800 370 6,300 373 
Tramways 10,600 326 10,600 105 
Breweries . 
Gas . 3,400 364 6,100 231 
390,400 37,765 377,000 35,122 


Loan Capital (£000). 


1937. 1936. 
Nominal In- Repay- | Nominal In- Repay- 
Amount. | terest. | ment. | Amount.| terest. | ment. 
Dominion and Colo- 
nial Rails . - | 153,200 6,222 964 | 148,000 6,415 800 
US. Rails. 7,500 344 10,800 535 
Foreign Rails - | 33,700 1,082 296 37,100 1,210 492 
Banks . > - | 15,800 569 255 16,500 522 953 
Breweries . 200 1l 15 200 5 
Canals and Docks . 2,700 25 = 3,200 27 — 
Commercial and In- 
dustrial . 32,200 1,214 1,308 25,600 1,197 962 
Electric Light and 
Seed ‘ 31,300 1,354 1,929 32,600 1,404 1,674 
400 22 — 400 1 — 
Financial Land and 
Investment R 17,600 670 286 14,400 600 100 
Tron, Coal and mn 6,800 322 1,012 7,900 375 530 
Mines . F 5,100 297 2,458 5,800 390 175 
age 7,700 197 304 8, 146 220 
é 100 7 121 — 485 
1,600 96 182 1,900 105 51 
and 
Telephones ‘ 3,600 81 84 4,300 114 67 
Tramways and 
Omnibus . . 8,400 337 71 9,000 352 17 
327,900 | 12,850 9,285 | 325,700 | 13,418 6,526 


| 
| 
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there is reason to believe that some of the purchases made in 
London were in reality for account of U.S. investors. During 
the second half of 1937 the sharp fall in Wall Street led to a reversal 
of the movement, and it seems probable that by the end of the 
year the net increase in British holdings was only of small dimen- 
sions. Investments in U.S. railway shares, however, increased 
from £38 million to £44-3 million, this figure comparing with 
£17-3 million in 1933.1 Rises of £3-1 million in electric light and 
power and £1-1 million in iron, coal and steel shares were similarly 
due to enlarged holdings in Canadian and American securities. 
The case of the United States Steel Corporation is worth special 
mention, since the price of this company’s stock is often taken as 
a guide to the market’s estimate of the industrial situation in 
the United States. United Kingdom ownership of this Company’s 
shares rose from £5-4 million at the end of 1936 to £7-3 million at 
the end of 1937. The most conspicuous rise took place in mines, 
and amounted to £14-5 million. This resulted partly from the 
formation of new companies for the exploitation of goldfields 
and the raising of fresh capital for the development of existing 
mines, and partly from an increase in British participation in the 
shares of established mining companies. United Kingdom share 
capital invested in mining companies registered abroad has now 
risen by over 36 per cent. since 1932.? 

Despite larger repayments in 1937, amounting to £9-3 million, 
compared with £6-5 million in 1936, investments in loan capital 
at the end of 1937 were slightly higher than in the preceding year, 
such repayments as occurred having been financed out of the 
proceeds of new loans. 

As regards the income involved, it will be observed that the 
rise in dividends between 1936 and 1937, at £2-6 million, was 
small compared with the increase in the case of British companies 
operating abroad. Mining dividends, indeed, rose by £1-8 million, 
but this was due to larger capital. This category includes all 
the South African gold-mining companies, whose dividend distri- 
butions were on the whole slightly lower than in 1936, but excludes 
the copper mines, which paid handsome dividends in 1937 and 
were mainly responsible for the large addition to income obtained 
from British registered mining companies. Rising costs in the 
U.S.A. following social legislation adversely affected net revenues 


1 We may remind the reader that these are nominal, not market values. 

* Declines in other sections—viz. £2-8 million in banks and £2-0 million in 
oil—reflect partly a diminution in British holdings, but principally company 
reorganisation and a continuation of the process of writing-down of capital which 
has been going on for some years. 
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of American railways and public utilities. This movement is 
reflected in a decline in dividends from U.S. rails, despite a 
rise in British investments in these companies in 1937. Oil 
dividends of companies registered abroad are largely dominated 
by the earnings of Canadian and Mexican Eagle Oil Companies. 
During 1936 these companies paid off all arrears of preference 
dividends with distributions of 17} per cent. on preference 
capital outstanding, and in 1937, therefore, no payment beyond 
the regular dividend of 7 per cent. was made. 

The reduction of £0-6 million in dividends received from 
the Suez Canal Company is also of interest. It will be recalled 
in this connection that traffic through the canal had reached 
a high level in 1935-36 as a result of the Italian invasion of 
Abyssinia. 

Income from loan capital showed only slight changes from the 
preceding year, the net decline of £0-6 million being due principally 
to weaker Canadian and American dollar exchange rates, which 
had the effect of lowering the value of sterling remittances. 

The following table summarises the results since 1929 for 
companies registered abroad. 


VIII. 


Companies Registered Abroad : Nominal Amounts of British Capital 
Outstanding : Dividends and Interest Received. 


(£000,000.) 
Share Capital. Loan Capital. Total 
Nominal | Divi- | %of | Nominal| In- % of = 
Amount. | dends. | Capital. | Amount. | terest. Capital. | Interest. 
1929 436 42-0 9-6 403 19-7 4:9 61-7 
1930 391 31-7 8-1 391 19-3 49 51-0 
1931 376 22-7 6-0 384 18-2 4:7 40-9 
1932 344 22-1 6-4 375 17-1 4-6 39-2 
1933 345 20-5 5-9 350 14-7 4-2 35-2 
1934 352 26-0 7-4 335 13-8 41 39-8 
1935 370 29-7 8-0 328 13-7 4-2 43-4 
1936 377 35-1 9-3 326 13-4 41 48°5 
1937 390 37-8 9-7 328 12-8 3-9 50°6 


As in the case of British registered companies, the table reflects 
the remarkable contrast between the trends in share capital and 
dividends on the one hand and loan capital and interest on the 
other. Since 1933 dividends have increased by nearly 85 per 
cent. to a point not far short of the 1929 figures. In fact, the 
average rate of dividend was actually higher in 1937 than in 1929; 
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but this was, in many instances, more apparent than real, owing 
to drastic writing down of capital and more conservative valua- 
tion of no par shares of American and Canadian companies. 
Interest payments on debentures, however, which suffered a 
sharp fall between 1930 and 1933 through default, have continued 
to decline steadily despite recovery in economic conditions. The 
gradual diminution in recent years has been caused partly by 
repayments, which have reduced the amount of British owned 
loan capital, and partly by refunding and conversion operations, 
lowering the average rate of interest from 4-6 per cent. in 1932 to 
3-9 per cent. in 1937. 
Reversing a decline of £92 million in United Kingdom holdings 

of share capital of companies registered abroad between 1929 
and 1932, due mainly to winding up of companies and writing 
down of capital, share capital has once more risen, principally 
owing to investment in gold mines and larger purchases of 
American securities. Between 1932 and 1937 share holdings 
increased by £46 million, whilst loan capital fell by £47 million. 
Thus, as with British registered companies, a strong trend appears 
to be in operation as a result of which not only is income from 
debentures being gradually reduced in absolute amount through 
a lowering of the average rate of interest, but the proportion of 
its contribution to total income is also being reduced by a growing 
preponderance of equity investments. 

~ The following tables summarise the results for quoted securities. 


Taste IX. 


Nominal Amount of British Oversea Investments in Quoted Securities: 
Interest and Dividends Received and Loan Capital Repaid. 


(£000,000.) 
ital. Repay- 
Capital. | Income. 

1936. 
Oversea Governments and Peeipainies > 1,441 58-9 87-5 
British Companies abroad 1,220 57-0 12-5 
Foreign and Colonial Companies ° : 703 48-5 6-5 
3,364 164-4 106-5 

1937. 
Oversea Governments and ape ‘ 1,425 54-6 27-7 
British Companies abroad i 1,210 71-4 24-5 
Foreign and Colonial Companies - ; 718 50-6 9-3 
3,353 176-6 61-5 
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TABLE X. 
Income from Britain’s Oversea Investments in Securities quoted 
on or known to the London Market, 1929-37. 


Oversea British . 
Governments Companies oe Total 
and Registered in 

Municipalities. the U.K. 
1929 64-7 86-0 61-7 212-4 
1930 64-7 76-5 51-0 192-2 
1931 65-9 48-8 40:8 155-5 
1932 62-4 42-5 39-2 144-1 
1933 61-1 41-9 35-3 138-3 
1934 61-1 45-5 39-8 146-4 
1935 60-5 51-8 43-4 155-7 
1936 58-9 57-0 48-5 164-4 
1937 54-6 71-4 50-6 176-6 


Detailed comment has already been made in the preceding 
pages on the trend of income from investments in each of the 
three categories: Oversea Governments and Municipalities, 
British registered companies operating abroad and companies 
registered abroad. Total income from these sources by way of 
dividends and interest payments amounted to £176-6 million in 
1937, compared with the low level of £138-3 million in 1933 and the 
high figure of £212-4 million in 1929. Thus, slightly more than half 
the ground lost between 1929 and 1932 had been regained by 1937. 
We have seen that in the absence of a comprehensive settle- 
ment of the problem of defaulted bonds, no recovery in interest 
on Government and Municipal loans can be anticipated, whilst, 
on the other hand, there is reason to believe that conversion 
operations may result in a further reduction in later years. Earn- 
ings of British companies operating abroad, derived mainly from 
the production and sale of commodities like oil, base metals, 
rubber and tea, are so dependent on the course of commodity 
prices that a severe setback of dividends in 1939 and 1940 seems 
scarcely avoidable, in view of the precipitate fall in prices since 
early 1937. The earnings of foreign companies, although some- 
what less directly affected by prices, will be adversely influenced 
by the shrinkage in world trade, by the sharp fall in the profits 
of American concerns and by special circumstances such as the 
expropriation of the Mexican Eagle Oil Company. Remittance 
of dividends and interest in general will again be impeded by the 
exchange position of South American countries, which, after a 
considerable improvement, has again undergone unfortunate 


deterioration. 
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If, however, the optimistic forecast of trade revival, based 
upon indications of incipient recovery in the United States, is 
borne out, the impending decline in income from oversea invest- 
ments may well be of considerably smaller dimensions than the 
fall sustained between 1929 and 1933. 


Private and Unquoted Investments. 


The results presented above have dealt exclusively with 
securities quoted or unofficially dealt in on the London market. 
These, of course, constitute the main block of Britain’s oversea 
investments. There are, however, other important miscellaneous 
investments abroad, less readily susceptible to accurate or even 
approximate measurement. For example, in addition to the 
considerable amount of unquoted securities, there are the numerous 
subsidiaries, branches and establishments abroad of one kind or 
another, of companies whose main assets are situated at home; 
the large number of small private companies or partnerships 
engaged in manufacturing or trading abroad ; estates and property 
abroad owned by private individuals residing in the United 
Kingdom, etc. 

Investments in securities quoted abroad, but not in the United 
Kingdom, are undertaken principally by investment trusts and 
insurance companies, the latter in deference to the laws of some 
foreign countries which require a certain proportion of all insurance 
funds to be deposited as a reserve against contingent and matur- 
ing liabilities. During the last few years, however, interest in 
foreign securities, notably American, has considerably broadened, 
although, as already remarked, transactions have been largely of 
a speculative nature. Judging from the information available 
regarding the holding of American securities quoted in London, 
there seems little doubt that the amount of British capital 
invested in non-quoted American securities increased slightly on 
balance during 1937. 

Again, a number of important domestic concerns have, during 
the past few years, expanded their sphere of operations by open- 
ing up branches or factories abroad. This form of new invest- 
ment, although of considerable significance, has not yet attained 
dimensions equivalent to those of quoted securities. Moreover, 
against this must be set the substantial losses suffered in 1937 by 
British property as a result of the hostilities in Spain and China. 

to property in the Shanghai area in particular was very 
heavy, although most of this loss was probably borne by British 
nationals permanently resident in China. 
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Private and unquoted investments held in the United Kingdom 
were approximately estimated at £400 million at the end of 1936. 
Changes in these investments during 1937, where ascertained, do 
not indicate that there was any appreciable modification of the 
total. This estimate which, as has been repeatedly observed, is 
necessarily of a temporary nature, is left unaltered for 1937. 
For the sake of completeness, the approximate income produced 
by these investments is appended in a footnote.* 


New Issues, Repayment and Trends in Oversea 
Investments. 


A full survey of long-term capital movement is not possible 
in the absence of a comprehensive inquiry into the subject. 
Information is, however, available concerning two important 
items—viz. the subscription of money on the London market to 
new oversea issues, and the repayment of capital through the 
operation of sinking funds and maturities; whilst statistics of the 
past ten years indicate a trend towards a significant qualitative 
change in Britain’s oversea investments which is worth detailed 


discussion. 
New Issues and Repayments.* 
(£000,000.) 
British Sub- 
scription to Difference 
New Issues. 
1929 96 49 +47 
1930 98 39 +59 
1931 41 27 +14 
1932 37 48 —ll1 
1933 83 67 +16 
1934 63 42 +21 
1935 51 81 —30 
1936 61 107 —46 
1937 60 61 —-1 


United Kingdom subscriptions to new issues in 1937 still re- 
mained at the comparatively low level of £60 million. Ifrefunding 


a 1937. 1936. 
Unquoted investments £400 million £400 million 
Income 21-1 5, 19-6 ,, 

Adding these —_ - the statistically more reliable estimates for quoted 
securities we obtain :— 

Total U.K. oversea investments F . £3,753 million £3,764 million 
197-7 ,, 1840 ,, 


2 Repayments comprise all cash remittances to United Kingdom holders, 
whether or not these payments were effected from the proceeds of new issues. 
Similarly, United Kingdom subscriptions to new oversea issues include all cash 
subscribed, although in some instances the proceeds may have been applied to 
the redemption of maturing loans. 
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operations are excluded, the figure is further reduced to 
approximately £29 million, of which by far the larger portion 
was for industrial requirements, chiefly for the extension 
of gold and base-metal-mining operations. Repayments in 
1937, at £61 million, were still conspicuously high, although 
not as large as the record figure of 1936. In post-war years up 
to 1931 new issues were almost always substantially in excess of 
repayments, whilst from 1929 to 1931 the difference in favour of 
new issues was £120 million. In the period 1932-37, however, 
repayments exceeded new issues by £51 million. Moreover, as far 
as can be judged, political and economic difficulties connected 
with the flotation of oversea loans on the London market may 
persist for some time, so that even if repayments fall to a lower 
level, there seems little prospect of any appreciable increment 
in Britain’s oversea investments by way of new foreign 
loans. 

For some years it has been necessary to allude in these para- 
graphs to a dismal record of default by an increasing number of 
debtor countries on their obligations towards United Kingdom 
investors. With few exceptions, however, as it is fair to recall, 
failure to meet these obligations has been due to adverse economic 
circumstances or actual distress; and investors on the whole 
have recognised this situation and patiently refrained temporarily 
from pressing for the fulfilment of their legitimate claims. 

The high-handed action taken for purely political reasons by 
the Mexican Government against the Mexican Eagle Oil Co. 
Ltd. is in a totally different category. It would be difficult to 
find in our past financial records an example of so deliberate a 
violation of the acknowledged rights of foreign investors, without 
any attempt at its justification on economic grounds, and in 
spite of the large contribution to the economic well-being of the 
country made by this company. 

Reliable information goes to show that the total assets of the 
Mexican Eagle Co. expropriated by the Mexican Government, so 
far without payment, amount to £60 million. In view of the 
magnitude of this sum and the methods employed by the Mexican 
Government, it would seem that the time has now arrived for 
our Authorities to concern themselves seriously with the problems 
which these circumstances present. The most pressing would 
appear to be :— 


1. The decline in the standards of financial morality in 
some foreign countries. 
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2. The danger of the Mexican example stimulating similar 
expropriations in other countries. 

3. The effect of dishonest defaults and expropriations on 
our oversea capital and income and therefore on our balance | 
of payments. 

4. The deterrent effect of such experiences on fres 
investment in foreign countries. 


Attention has already been called to the steady reduction in 
income from our loan investments abroad and the gradual decline 
in the proportion of these investments to our total stake abroad. 
The following table shows the extent to which these trends have 
already affected the position of our security investments. 


XI. 


Security Investments: Share and Loan Capital and Income from 
these Investments in 1937 and 1930. 


1937. 1930. 
A. Capital : 
Share capital £1,237 million £1,206 million 
Total £3,353 ,, £3,424 ,, 
Ratio share to loan capital . 58-5% 
B. Income : 
Share income £95-7 million £90-7 million 
Total ‘i £1766 ,, £1922 ,, 
Ratio share to loan income . 118-3% 89-4% 


These figures, referring to years in which world trade, pro- 
duction and industrial earnings were approximately of similar 
dimensions, show that income from loan investments has been 
reduced not only by default and conversion to lower rates of 
interest, but also as a result of the trend away from fixed interest 
into variable dividend securities; this trend operating on the one 
hand by a reduction in loan capital through sinking funds and 
maturity payments, and on the other by the predominantly 
equity character of our new investments. 

It is not proposed to discuss whether in the long run the 
tendency to replace loan by equity investments is or is not a 
healthy development. But the question may well be of funda- 
mental importance, since it is common knowledge that the 
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difficulties experienced by many countries in meeting contractual 
obligations in times of depression have greatly obstructed the 
task of making adjustments rendered imperative by trade reces- 
sion and price fluctuations. It is clear, however, that individual 
investors, at any rate, have reacted markedly to political and 
economic conditions prevailing in recent years. Continued 
default on foreign bonds, weakened respect for the sanctity of 
contract, the possibility of expropriation or warfare, have under- 
mined the security offered to the bondholder to such an extent 
that he has now to envisage risks that were formerly borne by 
shareholders. It is not, therefore, surprising that the investor 
should be displaying a radical change in his attitude towards 
bond investments. This change, furthermore, is not merely 
confined to a trend away from fixed interest to variable dividend 
securities, but is also apparent in the character of new equity 
investments, For the same conditions that have rendered the 
position of the bondholders precarious have virtually ruled out any 
other form of genuine long-term investment. Consequently, new 
investment abroad is now of a kind on which returns, while 
conditions are temporarily favourable, are so large that ultimate 
loss of capital may be contemplated with equanimity; or 
else of a short-term character in respect of which income is of 
minor importance as compared with the expectation of a rapid 
appreciation of capital. In the former category may be included 
a good deal of the recent investment by British companies through 
the setting up of branches and establishments abroad under the 
shelter of foreign tariffs, as well as some of the investment in gold 
mines and base-metal shares. In the latter category may be 
placed the main bulk of the recent investment in American equities 
and the money that has flowed into some of the less assured gold- 
mining enterprises in other regions. Thus, paradoxically enough, 
the very conditions that have made investment abroad in general 
a perilous venture, have caused investors to prefer those forms 
which in previous years would have been regarded as the most 
speculative. 

These circumstances not only foreshadow the possibility of 
undesirably wide fluctuations in income from foreign investments 
about a level whose long-term tendency is downwards, but also a 
disturbing instability both in the total and in the structure of 
the investments themselves. It is well to recall that a more- 
than-negligible proportion of the reduced total of foreign loan 
investments already consists of bonds which—at any rate as 
regards their origin—must be considered unsatisfactory if not 
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unpromising, such as issues tendered in lieu of unpaid interest, 
in settlement of commercial and financial arrears or, more 
generally, embodying the enforced conversion of immediate into 
long-term claims. Furthermore, the purchases of foreign equities 
by British investors are not, as used to be generally the case, 
made with the intention of holding them as long-term invest- 
ments; and do not, therefore, provide the same steady support 
as formerly for our export trade. Their principal merit is to be 
found in the ease with which they can be realised. It is, no 
doubt, convenient to keep a fairly large stock of foreign assets 
which, being readily saleable, can in times of national emergency 
provide a reservoir of foreign exchange. But the continued 
decline in those British oversea securities held for more per- 
manent investment, from which a steady and substantial income 
has accrued over many years, is nevertheless a matter for serious 
concern; for it is this income, before all else, that has enabled 
the United Kingdom to secure a volume of imports greatly in 
excess of exports, and thus to maintain a standard of living 
higher than that of almost any other European country. 

The prospect is rendered worse by the possibility that political 
and economic pressure from abroad accompanied by rising costs 
at home may continue to restrict the outlet for exports; while 
requirements for intensified rearmament may make it difficult to 
bring about a corresponding reduction in imports. Should 
present trends continue, as seems likely, this situation can be 
met adequately only by a consciously directed national effort 
aiming at an improvement in efficiency of management and a 
substantial increase in output per head of the population. In 
any event, the strain on our social and financial structure must 
be severe; without a collective effort a considerable lowering in 
the general standard seems inevitable. The problem has indeed 


become as urgent as it is grave. 
R. M. KinpERSLEY 


INTERPERSONAL COMPARISONS OF UTILITY: 
A COMMENT 


In the course of his interesting paper on the “ Scope and Method 
of Economics,” Mr. Harrod raises once more the question of the 
status of interpersonal comparisons of utility. I do not wish 
directly to controvert any of his statements on this matter. But 
it occurs to me that a short account of the genesis of the views 
which I have put forward, and which form the subject of his 
friendly comment, might at once elucidate the nature of our 
differences and make clear to those who rejoice in the spectacle 
of disunity how very slender the practical implications of these 
differences actually are. I must apologise in advance for the 
personal nature of the argument. I am under no illusion con- 
cerning the interest of my intellectual difficulties in so far as 
they are purely my own. But, in so far as they can be regarded 
as typical, a brief explanation may perhaps facilitate mutual 
understanding. 

My own attitude to problems of political action has always been 
one of what I might call provisional utilitarianism. I am far 
from thinking that thorough-going utilitarianism @ la Bentham is 
an ultimate solution of any of the major problems of social 
philosophy. But I have always felt that, as a first approxi- 
mation in handling questions relating to the lives and actions of 
large masses of people, the approach which counts each man as one, 
and, on that assumption, asks which way lies the greatest happi- 
ness, is less likely to lead one astray than any of the absolute 
systems. I do not believe, and I never have believed, that in 
fact men are necessarily equal or should always be judged as such. 
But I do believe that, in most cases, political calculations which 
do not treat them as if they were equal are morally revolting. 

It follows, therefore, that when I came to the study of 
economics, I had the strongest bias in favour of a utilitarian 
analysis. The delicate balancing of gain and loss through in- 
tricate repercussions of policy which I found in such works as 
the Economics of Welfare, fascinated me; and I was powerfully 
attracted by the proposition, urged so forcefully by Edwin Cannan 
and others, that recent developments of the theory of value could 
be invoked to demonstrate the desirability of the mitigation of 
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inequality. When I look back on that frame of mind, I find it 
easy to understand the belief of Bentham and his followers that 
they had found the open sesame to problems of social policy. 

But, as time went on, things occurred which began to shake my 
belief in the existence of so complete a continuity between politics 
and economic analysis. I never thought of abandoning my 
provisional utilitarianism as a working political philosophy. 
But I began to feel that there were profound difficulties in a 
complete fusion between what Edgeworth called the economic and 
the hedonistic calculus. I am not clear how these doubts first 
suggested themselves ; but I well remember how they were brought 
to a head by my reading somewhere—I think in the works of Sir 
Henry Maine—the story of how an Indian official had attempted 
to explain to a high-caste Brahmin the sanctions of the Ben- 
thamite system. ‘But that,” said the Brahmin, “ cannot 
possibly be right. I am ten times as capable of happiness as that 
untouchable over there.” I had no sympathy with the Brahmin. 
But I could not escape the conviction that, if I chose to regard 
men as equally capable of satisfaction and he to regard them as 
differing according to a hierarchical schedule, the difference 
between us was not one which could be resolved by the same 
methods of demonstration as were available in other fields of 
social judgment. 

This led me to a re-examination of the propositions of the 
text-books. It did not take long to see that the “law” of dimin- 
ishing marginal utility, assumed by Cannan and others in the 
analysis of inequality, differed from the “ law ” of the same name 
invoked in the analysis of exchange and that the difference was 
precisely the introduction of this assumption of equal capacity 
for satisfaction. I did not see so quickly that the same assump- 
tions were involved in most pronouncements relating to move- 
ments of the social dividend. But, gradually, reflection on the 
tariff problem and such-like matters forced me to this view. I 
found that this attitude was already maintained by a great 
number of continental writers: and further research on index- 
number problems only strengthened my conclusion. Mr. Harrod 
very properly draws attention to the fact that, if we do not make 
the assumption of equal capacity for satisfaction, we are precluded 
from asserting that the-repeal of the Corn Laws tended to increase 
the general welfare. In lecturing upon these subjects for many 
years, I have continually used this self-same illustration. By 
the time I came to write the book to which Mr. Harrod has referred, 
I had acquired the settled habit of classifying the propositions of 
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traditional political economy according as they did or did not 
involve this particular assumption. 

Having reached this stage, however, I was confronted with a 
further question. The assumptions of the propositions which did 
not involve interpersonal comparisons of utility were assumptions 
which had been verified by observation or introspection, or, at 
least, were capable of such verification. The assumptions in- 
volving interpersonal comparison were certainly not of this order. 
“T see no means,” Jevons had said, “‘ whereby such comparison 
can be accomplished. Every mind is inscrutable to every other 
mind and no common denominator of feeling is possible.” Would 
it not be better, I asked myself, quite frankly to acknowledge that 
the postulate of equal capacity for satisfaction came from outside, 
that it rested upon ethical principle rather than upon scientific 
demonstration, that it was not a judgment of fact in the scientific 
sense, but rather a judgment of value—perhaps, even, in the last 
analysis, an act of will? Ought it not to be made clear, for in- 
stance, that theories of public finance which went beyond tracing 
the effects of given measures on prices, quantities produced and 
such-like measurable magnitudes, and which attempted to sum 
social gain or loss, were not, strictly speaking, economic science ? 
The analysis of the effects of a small tax on particular prices and 
quantities of particular products would rest upon scientific 
demonstration. But according as Maine’s Brahmin or Bentham, 
Hitler or St. Paul, laid down the postulates of interpersonal com- 
parison, the valuation of these effects in terms of social welfare 
would be different. 

The answer seemed obvious. The distinction existed. It 
ought to be recognised. But I confess that at first I found the 
implications very hard to swallow. For it meant, as Mr. Harrod 
has rightly insisted, that economics as a science could say nothing 
by way of prescription. It could say whether a certain course 
of action could lead to a desired end. It could judge the con- 
sistency of different policies. But, in itself, it passed no verdict of 
good or bad. It was not possible to say that economic science 
showed that free trade was justifiable, that inequality should be 
mitigated, that the income tax should be graduated, and so 
forth. I attached high importance to these propositions; and 
the realisation that I could not claim for them scientific 
justification was profoundly antipathetic. 

Further thought, however, convinced me that this was irrational. 
I was bound to admit that what I was doing was simply to carry 
one stage further a very common and almost universally accepted 
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practice. All economists recognised that their prescriptions 
regarding policy were conditional upon the acceptance of norms 
lying outside economics. All that I was doing was only to re- 
cognise that, in a field of generalisations hitherto thought to 
involve no normative elements, there were in fact such elements 
concealed. The traditional political economy, for instance, had 
taught that free trade increased social wealth. It had fully 
recognised that the prescription, built on this analysis, that free 
trade was a good thing, was contingent on the assumption that 
an increase of wealth was to be desired : if defence, for instance, 
was more than opulence, free trade had to go. All that I pro- 
posed to do was to make it clear that the statement that social 
wealth was increased, itself involved an arbitrary element—that 
the proposition should run, if equal capacity for satisfaction on 
the part of the economic subjects be assumed, then social wealth 
can be said to be increased. Objective analysis of the effects 
of the repeal of duties only showed that consumers gained and 
landlords lost. That such an arbitrary element was involved was 
plain. It seemed no less plain, therefore, that, here as elsewhere, 
it should be explicitly recognised. 

Moreover, when I came to ask myself how much persuasive 
force was really lost to the principles of action which I valued so 
highly, I could not resist the conviction that my initial pertur- 
bation had been unnecessary, and even somewhat ridiculous. 
Of course I could see that, if I could prove scientifically that men 
were equally capable of happiness, that would be a great help 
in arguing with people who wished to treat them as if they were 
not. But although I had looked upon certain deductions from 
concealed assumptions of equality as scientific, I had never 
thought of claiming that particular status for the assumption of 
equality itself. If Maine’s Brahmin had told me that members of 
such and such a caste or race were eligible for taxation ten times 
as heavy as others, since they were only one-tenth as capable of 
true happiness, the strength of my resistance would not have 
rested on belief in the social law of diminishing marginal utility. 
The belief that that helped could only rest on the prospect of 
putting up a smoke-screen of technical jargon to terrify an 
ignorant antagonist—surely not a very creditable manceuvre. 
Why should one be frightened, I asked, of taking a stand on judg- 
ments which are not scientific, if they relate to matters outside 
the world of science? To recognise the claims of science in fields 
where scientific method was applicable was one thing; to attempt 
to claim scientific sanction for judgments of questions not capable 


1938] INTERPERSONAL COMPARISONS OF UTILITY 639 


of scientific proof was another. The one was an obligation on 
rational man; the other, the stratagem of spiritual uncertainty. 
Was it not only the timidity of an age which had lost ali confidence 
in ultimate values which led us to attempt to claim “ scientific ” 
justifications for attitudes which in the nature of things could not 
be justified (or refuted) by appeal to laboratory methods ? 

Arrived at this point, it was not difficult to see certain positive 
advantages in the course I had felt compelled to follow. It did 
at least make it possible to keep a whole range of intellectual 
questions free from squabbles concerning philosophical matters. 
I had no objection to philosophical squabbles. But it did seem to 
me that great harm had been done by their intrusion into spheres 
where they were completely irrelevant. It might be necessary to 
discuss the political philosophy underlying the prescriptions of 
the theory of public finance. But it was completely futile to 
discuss the political philosophy underlying the positive theorems 
relating to the effects on prices and quantities produced of the 
imposition of small taxes. Yet, because of failure to separate 
out clearly normative and positive elements, this kind of dis- 
cussion was continually arising. No one who had ploughed 
through the turgid mass of German work in this field could doubt 
the desirability of keeping philosophy in its proper place. 

At the same time it seemed to me that, if this procedure were 
adopted, the due place of philosophy in the general scheme of 
social studies would be all the better emphasised. Once it was 
recognised how completely neutral were the findings of economic 
science, it would surely leap to the eye how necessary it was, if 
these findings were to be applied to human improvement, that 
they should be supplemented by political philosophy. In the 
past, it seemed to me, a failure to recognise the arbitrary element 
in certain of the findings of traditional Political Economy had been 
conducive to too facile a use of these findings in framing pre- 
scriptions for action. The achievement of wealth seemed so 
obviously desirable that it was a temptation to imagine that the 
propositions of economics could be translated forthwith into 
prescriptions for action without much further regard for con- 
siderations of political philosophy. I was not at all desirous of 
preventing economists from giving prescriptions. I was, indeed, 
fully convinced that, if a man tried to talk much about the ulti- 
mate questions of politics without a knowledge of economics, 
it was something of a miracle if he talked sense. But I felt 
that anything which brought out the necessity for independent 
and systematic study of the ends which prescriptions based on 
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economics might serve, had profound pedagogical and practical 
advantages. The postulate of equal capacity for satisfaction, 
for instance, about which all the trouble had arisen, needed 
much more refinement if it were to be applied sensibly: it was 
possible, indeed, that an equalitarian postulate involving no re- 
ference to satisfaction might prove in the end to be more suitable. 
At the London School of Economics, where I was trained, and in 
the Oxford School of Philosophy, Politics and Economics,where I 
was teaching when I did most of my thinking about these things, 
this necessity was recognised in the structure of the curriculum ; 
it seemed to me that what I was doing was simply to give it 
further emphasis. I confess I was very surprised when I found 
myself held up as advocating for economists the impossible and 
sterile virtue of never attempting to apply their conclusions— 
rapt astronomers of the social universe deigning no aid to navi- 
gators in search of the desired haven. All that I had intended— 
and it was certainly possible to cite the most explicit statements 
to this effect—was that they might better realise the exact con- 
nection between the normative and the positive, and that their 
practice as political philosophers might be made thereby more 
self-conscious. 

This is a long story about the genesis of two or three pages in 
an essay that was written some time ago, and which was never 
expected to be the subject of much discussion. And if it were a 
matter of personal defence against all the accusations of imbecility, 
social indifference and even sinister interest which have been 
made against their author, I certainly should not have thought it 
any more worth while writing now than at any time in the past. 
But I am distressed that anything that I have said should give 
rise to recurrent dispute which suggests to the outside world a 
disunity among economists which I am persuaded does not 
exist : my essay was meant to defend economics from lay mis- 
understanding, not to provoke new confusion. Looking back, I 
do not feel that I have much to retract. I still cannot believe 
that it is helpful to speak as if interpersonal comparisons of 
utility rest upon scientific foundations—that is, upon observation 
or introspection. I am perhaps more alive than before to the 
extraordinary difficulties surrounding the whole philosophy of 
valuation. But I still think, when I make interpersonal com- 
parisons (as, for instance, when I am deciding between claims 
affecting the satisfactions of two very spirited children), that my 
judgments are more like judgments of value than judgments of 
verifiable fact. Nevertheless, to those of my friends who think 
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differently, I would urge that, in practice, our difference is not 
very important. They think that propositions based upon the 
assumption of equality are essentially part of economic science. 
I think that the assumption of equality comes from outside, and 
that its justification is more ethical than scientific. But we all 
agree that it is fitting that such assumptions should be made 
and their implications explored with the aid of the economist’s 
technique. Our dispute relates to definitions and to logical status, 
not to our obligations as human beings. In the realm of action, 
at any rate, the real difference of opinion is not between those 
who dispute concerning the exact area to be designated by the 
adjective scientific, but between those who hold that human 
beings should be treated as if they were equal and those who hold 
that they should not. 


London School of Economics. 
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STABILITY AND FULL EMPLOYMENT 


I 


1, The purpose of this paper is to examine and classify the 
various problems involved in a policy of maintaining a continuous 
state of full employment. The economic literature of the last 
few years has thrown a great deal of light on the question of how 
employment can be stimulated; and I think one can say that there 
is much greater agreement on this subject than there was. Most 
economists are agreed that Governments have greater power in 
this matter than they are in the habit of employing, and we are 
nearing agreement also as to the factors that determine the 
efficiency of different policies to that end. 

But I think there is less agreement, and perhaps also less 
awareness, about the further problem, of how to keep the system 
stable, at a reasonable level of prosperity: in other words, 
how to maintain a state of full employment, once it has been 
achieved. 

Indeed, to some people these two problems might appear as 
one. But they are not; the difference between them could 
perhaps be illustrated as follows. The first concerns the question 
of how to convert a state of depression into a state of prosperity ; 
the second of how to prevent a state of prosperity from turning 
into a state of depression. The solution of the second problem 
is more difficult than that of the first; to a certain extent it calls 
for different types of measures, which may even conflict with 
those aiming at a speedy re-attainment of prosperity. And, as I 
hope to show, there is also far less certainty as to whether it can 
be accomplished. For, given the presence of certain conditions, 
a state of full employment will be inherently unstable. 

2. I should like to begin by drawing attention to two technical 
peculiarities of modern industrial societies: peculiarities which 
in themselves are fairly obvious, but in discussions of trade- 
cycle policy are often lost sight of. Their consideration should 
also enable us to clarify our ideas as to the meaning of “ full 
employment.” One of these peculiarities is the complementarity 
of factors of production, and the other their specificity. Both 
are what one might call “‘ short-run ”’ factors—i.e., they are strictly 
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true only in the short period, but, for reasons which will become 
clear in the subsequent argument, the long-run forces which 
could remove them are often entirely inoperative. 

(a) Complementarity Production requires the co-operation of 
three essential groups of factors: equipment, labour and raw 
materials. It is a significant fact of modern technique that 
given the type of equipment in existence there is a relation of strong 
complementarity between them: that is to say, the extent to 
which the proportions of these factors can be varied in production 
is highly limited. (This may not be true of all industries, but I 
think it holds for the majority of them.) Hence, in order to 
increase the volume of production in any firm or industry, it is 
necessary to increase the rate of employment (or utilisation) of 
all three types of factors at the same time. 

That production cannot be increased merely by increasing the 
amount of labour employed, without using more raw materials, 
or by using more raw materials without more labour, is sufficiently 
obvious without further consideration. It is less obvious that 
the same holds true of equipment as well. Yet most industrial 
machinery is of such a character that neither its productive 
capacity per hour nor the amount of labour necessary to work it 
can be varied outside narrow limits. Hence when more labour 
and raw materials are employed, more machinery is used also, 
either by working the machines for longer hours or by using 
machines previously laid up. It is not for technical, but only for 
institutional, reasons that the demarcation line between employed 
and unemployed equipment is not so clear cut as between employed 
and unemployed labour. 

Among these three factors, raw materials have a high elasticity 
of supply, even in the short period. Apart from exceptional 
circumstances or a few exceptional industries, the expansion of 
production is not likely to be held up for long for lack of raw 
materials. And this means that in considering the productive 
capacity of an industry, we can generally ignore raw materials. 
From our point of view, therefore, the two important factors are 
equipment and labour. It is necessary that unemployed equip- 
ment should be available in order that unemployed labour should 
be absorbed in production; and in the same way, the existence 
of unemployed labour is necessary to utilise unused equipment. 
The point where the output of a particular industry becomes 
inelastic is the point where one of these factors is fully employed. 

If we define ‘full employment” in an industry by this 


criterion—as the state of affairs where the output of the industry 
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is inelastic 1—this might imply either full employment of equip- 
ment or full employment of labour. Only in particular instances 
—in a transitory phase of the Trade Cycle—will it imply full 
employment of both. Since equipment deteriorates in a way 
labour does not, the limit to the productive capacity of an industry 
is more likely to be set by the scarcity of equipment after a period 
of low activity; and since the amount of available equipment 
can be expanded more readily than the supply of labour, it is 
more likely to be set by the scarcity of labour after a period of 
high activity. 

(b) Specificity—Most equipment is “ specific’ in the sense 
that it can only be used in the production of certain commodities 
or groups of commodities. Similarly labour, even unskilled 
labour, is attached to particular industries whence it can only be 
transferred slowly, especially where industries are localised in 
different areas. This specificity implies, on the other hand, that 
in order to have “full employment,” the composition of pro- 
duction must be such as to make it possible to use the type of 
equipment and the type of labour that exists. Full employment, 
therefore, not only means a certain level of real income; it also 
implies a real income of a certain composition. If we divide 
industries into two large groups, consumption industries and 
investment industries, we can say that full employment presup- 
poses @ division of real income between real consumption and real 
investment in a certain proportion. There are, of course, different 
kinds of consumption industries and different kinds of investment 
industries, the demand for each of which expands when con- 
sumption or investment expands; and it is always possible that 
there should be horizontal maladjustments, in the sense that some 

1 To say that the output of an industry has become inelastic does not neces- 
sarily imply that it is technically impossible to increase output further; it might 
merely mean that further expansion of output is economically impossible, since 
any such tendency is checked by a rise in the rate of wages. In the case where 
the limit to productive capacity is set by the scarcity of equipment, rather than 
labour, the elasticity of marginal costs, and hence real wages, falls rapidly as 
the technical limit is approached. There is a point beyond which Trade Unions 
do not allow real wages to fall—a point, that is to say, beyond which any further 
rise in the level of prices is matched by an equivalent rise in the rate of wages. 
It is therefore this minimum level of real wages which determines. the amount 
industry can produce. In the opposite case, where the technical limit is set by 
the scarcity of labour rather than equipment, there is no similar tendency for 
real wages to fall as the limit is approached; but there is a similar point beyond 
which any further tendency for employment to rise is checked by a rise in wage 
rates—a point, that is to say, beyond which Trade Unions do not allow unem- 


ployment to fall. In both cases, therefore, the point where money-wages rise 
sets the maximum level of output (cf. also Mrs. Robinson, Essays on the Theory 


of Employment, ch. 1). 
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of the consumption industries or some of the investment industries 
should be over-developed in relation to the others. (Such is the 
case where full employment is reached earlier in certain industries 
than in others in the same group.) In this paper, however, I 
want to ignore the existence of such “horizontal” maladjust- 
ments (although practically they may be very important—e.g. in 
post-War Britain), chiefly because I believe that, as regards 
these, forces of adjustment are operative in the long run which 
are inoperative as between the consumption and the capital goods 
industries.? 

These two attributes of factors of production—complementarity 
and specificity—present complications which make the task of 
maintaining full employment very much harder. While in some 
respects each raises problems peculiar to itself, in other respects it 
is their combination which is the real source of difficulty. 


II 


3. In a modern industrial society, fluctuations in activity 
are always much larger in the investment-goods industries than 
in the consumption-industries group. Hence if we start from a 
“typical ” state of subnormal activity, the percentage of unem- 
ployment and unused capacity of equipment will be much larger 
in the former group than in the latter. The elimination of 
unemployment means, therefore, largely the elimination of 
unemployment in the investment-goods industries. It presup- 
poses an increase in activity which is largely, if not entirely, an 
increase in the production of investment goods. 

4. A Government policy which takes the existing industrial 
situation as given—which is only another way of saying that it 
desires to achieve results in the near future—must therefore aim 
at the stimulation of investment. It can do so in three ways. 
It can enforce, by banking policy, a reduction in interest rates, 
including of course the long-term rate of interest. It can borrow 
and invest directly in public works of all kinds, such as the 
creation of roads, houses or battleships. It can subsidise private 
investment in a number of ways, such as subsidies on wage- 
payments, guarantees on loans, etc. In the terminology of Mr. 


1 This is not meant to suggest that the degree of specificity is necessarily 
greater as between consumption and capital goods industries than between 
individual industries in either group. As will be argued below (p. 653), the 
forces of adjustment are likely to be weaker—for economic, rather than technical ~ 
reasons. 
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Keynes, it can lower effective liquidity preference through 
increasing the quantity of money, or raise the marginal efficiency 
of capital through public investment or subsidies, or it can do 
both. There can be little doubt that either of these, or a com- 
bination of these policies can always be made successful. It is 
all a question of how quickly we want to have results and how 
drastically the authority is willing to act. The possibility of 
securing large changes in the (long-term) rate of interest has often 
been doubted; but there need be no real obstacle here, provided 
radical changes are made in the nature and scope of open-market 
operations. The policy of public works also has often been 
regarded as insufficient, owing to the limited scope of the invest- 
ments undertaken by public authorities. Here again, this scope 
could be conveniently enlarged, and if re-armament continues to 
accelerate on the present scale, this deficiency will automatically 
disappear. And there is, finally, a large unexplored field in the 
form of employment or production subsidies (financed initially 
out of loans and subsequently out of taxes on profits) which could 
easily be resorted to, once the political prejudices against measures 
of this type are overcome. If we add that Governments in these 
days could, if they wanted to, take effective steps to prevent a 
flight of capital abroad, it becomes obvious that there need be no 
insuperable technical difficulties for an effective short-run policy 
to deal with a depression. 

5. It is not our purpose, however, to discuss the relative 
merits of these different policies, beyond noting the fact that they 
can be relied upon to deliver the goods: to bring about a state 
of affairs which we can call full employment, or reasonably full 
employment. Rather we ought to start from the point where 
this desirable state of affairs is already achieved. Suppose the 
rate of interest is set so low, or the rate of Government expendi- 
ture is kept so high, that the investment industries are “ fully 
employed”: their unemployment is reduced to some “ normal ” 
or minimum level. Would such a situation be stable ? 

I should like to examine this question under two heads. 
First, in the “short run ”—.e., assuming that the investment 
activity has not continued long enough for significant changes in 
the quantity of equipment to occur. Secondly, in the “ longer 
run ” ! allowing for the effects created by the increase in equip- 
ment which follows upon investment activity. 

1 [use the term ‘‘ longer run ” to distinguish it from a true long-run analysis 
which works under the assumption that the (net) investment activity has already 
come to an end. 
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6. We have already seen that, given the available capacity 
in equipment and labour which is an inheritance of the past, full 
employment implies that the levels of real investment and real 
consumption stand in a certain proportion to each other. Given 
this real income, and given the distribution of income between 
wages and profits (including salaries), which again depends on 
certain technical elements of the situation, such as the elasticity 
of marginal costs at the relevant output levels and the degree 
of monopoly ruling in the different industries, we can assume that 
the community will have a certain propensity to save—.e., it 
will wish to divide its income between consumption and saving in 
a certain proportion. I can see no reason why the proportion 
between consumption output and investment output, when both 
industries are fully employed (and which is determined by the 
distribution of the available production capacity—labour and 
equipment—in the two groups) should be the same as the pro- 
portion in which the community as an aggregate of individuals 
wishes to divide its income between consumption and saving. 
If I may express this in a way which is slightly unfashionable, 
I should say that at the position of full employment, Investment 
will either exceed or fall short of Savings, but only as a result of a 
mere accident could it be equal to Savings. And in either case 
(whether Investment exceeds Savings, or Savings exceed Invest- 
ment) forces will be in operation likely to cause, sooner or later, 
a reduction in the level of activity.* 

(i) If Savings exceed Investment, full employment in the 
investment-goods industries will not be sufficient to secure full 
employment in the consumption-goods industries. For even if 
in the latter industries full employment obtained temporarily, 
entrepreneurs would find that their receipts continued to fall 

1 As Mr. Keynes has shown (General Theory, ch. 7), Investment and Savings 
are always and necessarily equal when Savings are defined as Actual Income — 
Expenditure. (This will be true quite independently of any arbitrariness in the 
definition of Investment. For any change in the basis of calculating Investment 
will affect the calculation of Income in a corresponding way.) But there are 
at least three other ways in which Savings can be defined, viz.: (1) Normal 
Income — Expenditure (Mr. Keynes’ definition in the T'reatise on Money); (2) 
Expected Income — (Actual) Expenditure (this may be regarded as the Swedish 
definition); (3) Full-Employment-Income — Expenditure (the definition here 
adopted). This latter could also be defined as the proportion of Income that 
would be saved if total real income were such that all industries are fully 
employed. 

Each of these definitions may have its uses for different purposes. Our own 
definition is intended to focus attention on the peculiar problems created by the 
specificity of factors. 
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below expectations until the real income produced in the con- 
sumption-goods industries was reduced to a point where Invest- 
ment and Savings were no longer unequal. 

Moreover if this implies that a considerable amount of equip- 
ment in the consumption-goods industries is unemployed, the 
situation in the investment-goods industries itself will be highly 
unstable : with excess equipment in the lower stages, the demand 
for new investment is bound to sag. In order to maintain activity 
in the investment-goods industries, the Government would have 
to enlarge further and further the scope of public investment (or 
else it has to bring about continuous further reductions in the 
rate of interest, which may prove unavailing). 

It might be objected that since we started from a “ typical ” 
state of subnormal activity where the scope for expansion in the 
consumption-goods industries was relatively small, the scope for 
expansion in the investment-goods industries relatively large, and 
since an increase in employment in the investment-goods industries 
is bound to increase the demand for consumption goods, it is 
highly unlikely that full employment in the investment-goods 
industries should be reached before full employment is reached in 
the consumption-goods industries. The increase in employment, 
however, may have been associated with a considerable shift in 
the distribution of income in favour of profits (owing to diminish- 
ing returns or diminishing elasticities of demand) in which case 
the expansion of consumption, consequent’ upon investment, 
might be relatively small. 

The real importance of this case, however, as will be shown 
below, is not likely to be at the initial period of a boom (i.e., of 
a high investment activity), but after investment activity has 
proceeded for a certain period. 

(ii) If Investment exceeds Savings, the maintenance of full 
employment will be associated with a cumulative inflation of 
prices. For in this case the money-receipts from the sale of con- 
sumption goods, at any period, will be higher than the money 
outlays for those goods (including expected profits); this will 
raise the money outlays in the next period, and also the money 
demand for investment, and so on. If the rate of interest is kept 
constant, there need be no limit to the rise in prices and money 
incomes. This is the well-known Wicksellian case where the 
“money rate” of interest is lower than the “ natural rate,” 
which latter is defined as the rate which keeps Investment equal 
to Savings. The point which Wicksell did not seem to take into 


consideration is that if equipment and labour are specific, equality — 


I 
I 
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of Investment and Savings is not compatible (or need not be 
compatible) with a state of full employment. There is one rate 
of interest which secures full employment, and there is another 
rate of interest—the natural rate—which equates Savings and 
Investment (i.e., which restricts investment activity to the point 
where it no longer exceeds savings). 

There are two things to be noted here: (1) This cumulative pro- 
cess presupposes that the increase in the demand for the products 
is followed by a rise in wage rates. If wages do not rise—suppose, 
e.g., that they are kept steady by Government decree or by a 
combination of entrepreneurs—the rise in prices will imply a shift 
to profits (in the distribution of income), and since such a shift 
increases savings (because capitalists save a higher proportion of 
their income than wage-earners) the cumulative process will come 
to an end when profits have risen sufficiently to provide the 
savings. (In other words, the likelihood of such a hyper- 
inflation depends on at what point of the expansion will wage- 
increases occur: on how far Trade Unions allow real wages to 
fall [and/or employment to rise] before they enforce a rise 
in wage-rates. The later this point, the greater the share 
of profits {and/or the greater total real output].)? (2) If 
the limit in the production of consumption goods has been 
reached because of scarcity of equipment rather than scarcity of 
labour, the gradual emergence of new equipment will alter the 
proportion between real consumption and real investment, in 
favour of consumption; it will also imply a rise in total real 
income and hence a rise in savings. This check, however, is 
bound to be slow in operation relatively to the rate at which 
money incomes would be rising. It can only be effective if the 
monetary expansion is not stopped earlier—on account of the 


1 It might be objected that the extra profits of the entrepreneurs in the 
consumption-goods industries provide an extra stimulus to investment, and hence 
arise in the demand for investment goods. But this could only keep the cumula- 
tive process going if in consequence the entrepreneurs in the investment-goods 
industries expand their consumption to an extent that would offset the tendency 
for the propensity to consume to fall on account of the reduction of the real income 
of labour. (The short-period consumption of entrepreneurs is likely to be 
inelastic, not only because entrepreneurs are, on the whole, rich people, but also 
because they normally regard their income as fluctuating, and do not adjust 
their standard of living to short-period changes. On the other hand, the rise in 
profits may lead to widespread Stock-Exchange speculation, and hence to tem- 
porary bursts of consumption by a much wider class of people.) 

? Since labour’s bargaining power is greater when labour is scarce, relatively 
to equipment, than in the opposite case, the cumulative process is more likely 
when the limit to expansion is set by the scarcity of labour, rather than equip- 
ment. But this is likely to be the case at the end of the boom when, however, 
an excess of Investment over Savings is unlikely for other reasons. Cf. p. 650 below. 
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inflationary rise in prices—by the banking system. But it is 
important to bear in mind that in theory any excess-investment 
situation would gradually convert itself (provided the process of 
monetary expansion is allowed to go on), via the rise in consumption 
output, into a situation with excess-savings. 1 

Both these maladjustments (an excess of Investment over 
Savings, or of Savings over Investment) can be remedied by 
measures aiming to regulate the propensity to save. Indeed, it 
seems that without a policy regulating savings, policies which 
aim merely to ensure that there should be a sufficient level of 
investment could hardly have lasting success. The key to any 
such regulation is to be found in the fact that savings, for any 
given total income, largely depend on the distribution of income. 
If Investment exceeds Savings (in other words, if the productive 
capacity in the investment-goods industries is too large), the 
Government can increase savings by altering the distribution of 
income in favour of profits, and vice versa. The most con- 
venient way of doing this is by raising or lowering taxes on wages 
or subsidies on wages. A tax on wages, by raising marginal 
costs relatively to wages, will alter distribution in favour of profits ; 
a subsidy on wages, by lowering marginal costs relatively to wages, 
will alter distribution in favour of labour. (In Great Britain, 
such wage-taxes already exist in the form of unemployment and 
health insurance contributions which could easily be made to 
serve this purpose.) Similarly the imposition (or removal) of 
turnover taxes, taxes on consumption goods (excise), should have 
a similar effect. In other words, the Government can always 
alter the propensity to save by changing the proportion of revenue 
raised by direct and indirect taxation, respectively. 

Without some such policy the double purpose of securing a 
high level of activity and securing stability of incomes cannot 
be achieved. It cannot be achieved by acting on the rate of 
interest, or the level of public-loan expenditure or the level of 
money wages alone. (In other words, to secure full employment, 
it is not enough to lower liquidity preference or to raise the 

1 It would then appear at first sight that a situation can be regarded as one 
of excess investment, when the boom comes to an end on account of a rise in 
interest rates. This, however, isnot so. For a scarcity of cash can arise merely 
on account of the fact that money incomes rise when real incomes rise, even if 
there is no insufficiency of savings, and hence no tendency for the rise in money 
incomes to be cumulative. It would be more correct to say that excess invest- 
ment (a shortage of savings) is one reason why a boom comes to an end through 
@ rise in interest rates; but this rise alone is no proof that investment has been 
excessive (i.¢., that the rise of money incomes would have proceeded indefinitely, 
had the rates of interest not been allowed to rise). 
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marginal efficiency of capital. The propensity-to-consume 
function has to be regulated as well.) } 2 


IV 


7. So far we have been dealing mainly with the problem of 
stability in the “ short period ”—+.e., under the assumption that 
investment activity has not yet had time to bring about significant 
changes in the amount of available equipment. But as investment 
activity goes on, newly constructed equipment becomes an 
increasingly significant factor in the situation. Capacity becomes 
enlarged both in the consumption- and investment-goods 
industries. 

(i) If the limit in the previous level of output was set by the 
scarcity of equipment, rather than the scarcity of labour, the 
creation of new equipment enables an increase in production 
through a further increase in the amount of labour employed. 
It is reasonable to assume that the capacity to produce con- 
sumption goods increases relatively to the capacity of investment 
output.* Since savings increase with an increase in real income, 
and since potential consumption output increases relatively to 
investment, a further adjustment in the distribution of income 
is necessary to ensure that the demand for consumption goods 
increases sufficiently with the increase in the capacity to produce 
them. Assuming that this can be done, the situation can con- 
tinue: the demand for new investment can be maintained. 

(ii) Sooner or later, however, the point is reached where all 
the available labour is absorbed in production. Even if the 
installation of additional equipment goes on still further, current 

1 Moreover it is not a question of a once-and-for-all adjustment in the pro- 
pensity to consume, but rather of a continuous adjustment. For, on account of 
the gradual emergence of additional productive capacity, both the relation of 
the output of the two industries (i.e., of consumption and investment) and the 
distribution of income will be continuously changing. 

2 An alternative way of removing the discrepancy (between investment and 
savings) is by varying the relative wage-levels in the consumption- and invest- 
ment-goods industries; in this way the money value of investment can be 
altered relatively to total money incomes. This policy, however, crestes diffi- 
culties of its own which cannot be gone into here. 

3 This is likely to be the case, because investment on a large scale in any 
particular kind of equipment presupposes that excess capacity of that kind of 
equipment has been largely eliminated. Since at the beginning of the boom, 
surplus capacity in the investment-goods industries is likely to be much larger 
than in the consumption-goods industries, there must be a phase during which 
equipment in the consumption-goods industries is already fairly fully utilised, 
whilst equipment in the investment-goods industries is still excessive. While 
this situation lasts, the main incentive for investment in fixed capital will be in 
the consumption industries. 
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production cannot be increased much further, however much the 
propensity to consume is stimulated. For if “ machines” and 
“labour ” are complementary in production, and there is not 
enough labour to work all the machines, output cannot be aug- 
mented by adding more machines. Thus excess capacity in 
equipment will make its appearance, which in turn will lead to a 
breakdown in the demand for investment. 

It might be objected that the new equipment will be more 
“ Jabour-saving ” than the old equipment. It will not be the 
case of an increase in the number of machines, but the replace- 
ment of old machines by new and superior machines, capable of 


_ larger output, but without requiring more labour. 


This might be true to a certain extent; and in so far as it is 


' the case, it is likely to be due to the purely extraneous fact that 


technical knowledge is continually improving, rather than to any 
inherent tendency for the type of equipment created to become 
more ‘‘ automatic ’’ when the scale of production of equipment is 
increasing.1 But it is not enough that the new equipment should 
be more labour-saving (i.e., should give a higher output per man- 
hour). In order to prevent the emergence of excess capacity in 
equipment, the new ‘“‘ machines ” must be so much more labour- 
saving that the aggregate amount of labour required to work the 
newly installed equipment per unit of time, should be no greater 
than the amount of labour simultaneously “ released ’”’ through 
the disappearance of that part of the old equipment which is 
worn out and has to be scrapped.? This depends not only on 


1 The new equipment can be more labour-saving than the old equipment for 
two reasons: (i) either because it embodies newly invented features; (ii) or 
because it possesses a higher degree of ‘‘ capital intensity,”’ i.e., the entrepreneur 
found it profitable, at the time when the construction of the equipment was 
planned, to spend more capital per unit of planned output. In the real world, 
however, the mechanism of expansion does not provide for an automatic increase 
in ‘‘ capital intensity ’’ when the scale of investment is increasing; if anything, 
the capital intensity of investments is likely to fall when the scale of investment 
is rising, and vice versa. This problem will be analysed in another paper by the 
present author on Capital Intensity and the Trade Cycle. 

2 It would be wholly fallacious to suppose that the installation of the new 
equipment causes old equipment to be scrapped (which would not be scrapped 
otherwise), and thereby automatically secures the labour necessary to work it. 
It is true, of course, that the competition of the new equipment will reduce the 
profits, and hence lower the value, of the old; as a result of which the old equip- 
ment will not be renewed (in its old form) after it has been worn out. But so 
long as there are any profits in working the old equipment (i.e., so long as the 
receipts from its operation more than cover prime costs), it will continue to be 
used; and it will compete effectively with the new equipment for the available 
supply of labour, however much its value might have fallen below its original 
cost of production. (If this were not so, there would be no more railwaymen left; 
they would all have turned into busmen.) Redundant capacity implies in this 
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the rate of technical progress, but also on the level of investment 
activity ; and the condition will be all the less likely to be fulfilled 
the greater the aggregate amount of new equipment produced, 
per unit of time. Moreover, as time goes on, the old equipment 
will be more and more “ labour-saving,” and hence the amount 
of labour released through scrapping will fall; to offset this, the 
labour-saving capacity of the newly produced equipment would 
have to increase still further. 

Thus, unless Providence decrees that there should be an 
adequate rate of technical progress—the output capacity of the 
investment-goods industries determining what is adequate—there 
is no mechanism to ensure that the aggregate quantity of equip- 
ment and the quantity of equipment which can be combined 
with a unit of labour should increase continuously in the same 
ratio—or rather, that the number of men required per machine 
should decrease in the same ratio in which the number of machines 
increases. As investment activity continues at a high level, 
excess capacity of equipment is bound to make its appearance. 

Once redundant capacity appears, it will be almost impossible 
to. maintain activity undiminished, unless State investment 
activity is extended so wide as to replace private investment. 
Suppose the scarcity of labour, relative to machines, leads to a 
rise in wages relative to product prices, and a fall in profits. The 
individual entrepreneur only sees that wages are high, or that 
product prices are low, his profits are low and his recent invest- 
ment projects have turned out badly. The scarcity of labour 
might appear to him in the guise of an insufficiency of sales and the 
under-employment of his plant. Since it is his equipment which 
is redundant, he is just as likely to attribute the cause to lack of 
demand as to anything else; and until he feels confident again, 
even a drastic reduction in the rate of interest may be insufficient 
to induce him to embark on further investment. 

8. It is this factor that is ultimately responsible for that 
“temporary exhaustion of investment opportunities ’’ with which 
several economists explain the breakdown of the boom; that 
explains why investment cannot run smoothly in time, but must 
proceed by jerks. It is not the only cause of a boom coming to 
anend: rather, it is a sort of ultimate or final cause, which must 
bring it to an end if it is not stopped earlier by any one of a number 
of other causes. And, unlike some of the other factors which 
ease that profits on the new equipment will be less than what was expected and 
what is necessary to continue to produce it. (It is for this reason that the 
“compulsory scrapping ” of ‘‘ obsolete” capacity improves the profits on new 
capacity.) 
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bring prosperity periods to an end, it is not one whose operation 
could be prevented, or suspended, by appropriate economic policy. 
For it is no longer a question of savings being too much or too 
little. An excess or a deficiency of savings, as we have seen, 
could be speedily remedied ; a maladjustment between equipment 
and labour can not. 

A natural remedy to this situation—but a rather slow and 
painful one !—would be the transfer of labour from the invest- 
ment-goods industries to the consumption-goods industries. 
This would enable the equipment in the consumption-goods 
industries to be more fully employed—again assuming that the 
propensity to consume is properly looked after !—and also, 
investment activity to continue, on a smaller scale. In reality, 
however, such a transfer rarely takes place on a large scale, and 
for this not only the technical immobility of labour is responsible, 
but also the fact that when the investment-goods industries are 
prosperous, there will be no incentive for such a movement, while 
when the investment-goods industries are depressed, the con- 
sumption-goods industries are also slack; the consumption-goods 
industries will have unemployment as well.1 The renewal of 
activity, apart from Government action, must await the dis- 
appearance of redundant equipment. 

Thus the ultimate cause of instability in the economic system 
must be sought in those technical factors which prevent an even 
rate of real capital accumulation: the difficulty of so adjusting 
technique as to prevent redundancy of equipment when the 
rate of accumulation is very fast. (In the last resort, it is the 
complementarity and specificity of factors which is responsible 
for this.) The instability, or potential instability, is thus all the 
greater, the larger the capacity of the investment industries, relatively 
to the consumption industries: the higher is the rate at which 
investment can proceed, in times of prosperity. The Trade 
Cycle, as Mr. D. H. Robertson once said, is the price to be paid 
for a high rate of economic progress. 

9. There is a passage in a recent paper by Mr. Robertson 
which puts the moral of this reasoning admirably (although I 
would not like to commit Mr. Robertson to the preceding argu- 
ment with which he may not be in agreement) :— 2 


1 It is this fact—that the consumption and investment industries are likely 
to be prosperous and depressed at the same time—which makes the problem of 
specificity more difficult in this case than in the case of ‘‘ horizontal ”’ mal- 
adjustments. 

2 ** A Survey of Modern Monetary Controversy,” reprint of a paper read 
before the Manchester Statistical Society, 1937, p. 13. Italics mine. 


i 
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“The distribution of productive resources between the 
consumption and the capital-making trades is the result of 
the cyclical process from which we are seeking escape, and 
can neither be permanently taken for granted nor altered in 
the twinkling of an eye. Thus in respect of fullness of em- 
ployment the ‘normal’ now speedily attainable is inferior 
to the normal of our dreams—the normal of the society which 
has never lapsed from an even rate of progress. . . . The 
only hope of attaining it lies in checking the cumulative 
expansion at some point selected with what judgment and 
wisdom we can command, and then letting the slow processes 
of occupational readjustment get to work. If, however, some 
such clean-up could once be effected, and a true Blondinian 
policy thereafter be pursued,’ we might indulge a reasonable 
hope for the future.” 


What Mr. Robertson does not make clear? is that such a 
policy requires not only a once-and-for-all clean up, in the form of 
occupational readjustment, but also a permanent alteration in 
the structure of income distribution which would enable a much 
higher proportion of income to be devoted to consumption and a 
much lower proportion to saving. For the present distribution 
of resources between consumption and capital-making trades is 
not merely the outcome of cyclical causes: it is also—perhaps 
even largely—the consequence of the fact that, with our present 
level of productivity per head and our present distribution of 
income, only a high ratio of investment output is consistent with 
a high level of employment and real income. 

The only way of carrying out such a policy, therefore, is to 
stimulate the propensity to consume sufficiently to make the 
consumption-goods industries go at full blast; and to prevent, 
at the same time, by means of a conservative banking policy, or 
taxation, or anything else, the output of the investment industries 
from reaching beyond a certain moderate level. If the one could 
be kept prosperous and the other depressed, at the same time and 
for a sufficiently long period, the distribution of resources would be 
gradually altered. But this is a long-run policy which is likely 
to bear the stamp of failure while it goes on; and since it involves 
low (real) profits and high (real) wages, it is likely to be unpopular 
with certain classes. To secure that change in the distribution 

1 The Blondinian policy here mentioned would not be easy to define, but 


I hope it is not too different from the one advocated here. 
* Though he alludes to the problem at the end of the paper: loc. cit., p. 19. 
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of income which is needed to give a much higher propensity to 
consume might appear as a policy of expropriation. And even 
if it succeeds, I do not think that we can hope from it the complete 
absence of cyclical tendencies; it would only ensure that fluctua- 
tions were confined to much narrower limits. 

It is thus a question of Progress versus Stability.1_ And apart 
from the obvious gain in income-distribution, it is not at all 
certain, on second thoughts, that the first ought to be sacrificed 
for the second. We must bear in mind that a society which has 
a high state of technique, but a relatively small capacity in the 
capital-making industries, has a much lower degree of adaptability 
to unexpected changes. A Britain ruled on the principles of 
Mr. Robertson would be a more pleasant place to live in, but it 
would be in a much weaker position to resist unexpected demands 
of a Mussolini or a Hitler. 

10. Failing such a policy, we must put up with the fact that 
construction activity moves in waves and cannot proceed at an 
even rate. This does not mean that the depression need neces- 
sarily be very bad. There still remains the policy of making 
public investment anti-cyclical (concentrating all public works 
in times of slump), which theoretically could remove the uneven- 
ness of investment activity altogether. But I doubt whether in 
practice this could ever be achieved. Apart from the great 
difficulty of correct timing, there is the fact that public works of 
the ordinary kind do not necessarily make use of the resources of 
the depressed industries; while public works of an extraordinary 
kind—introduced just in order to provide work for the unem- 
ployed—are hardly satisfactory as a permanent feature. Hence 
this policy—anti-cyclical public works—is to be regarded more in 
the nature of a palliative to the instability of the system, than 
its remedy. 


11. We may now summarise the conclusions of this paper. 
We have found that there is no single factor which brings boom- 
periods to an end, but there are a number of such factors; and 
there is no reason to expect that in past history different 
boom periods were always brought to an end by the same 
cause. 


1 It could be argued that a small rate of investment, provided it is steady 
and continuous, might even represent a higher rate of progress than a larger 
rate which fluctuates. But there is no reason to assume that the smaller rate 
would be entirely steady. 
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A level of activity which can be called “ full-employment- 
activity ” might come to an end :— 


(i) because rising interest rates check investment, on 
account of the fact that the banking system is unwilling to 
provide the quantity of cash needed to carry on the high 
level of activity (the credit-restriction case) ; 

(ii) because rising interest rates put a stop to a process of 
cumulative inflation (the excess-investment case) ; 1 

(iii) because the demand for consumption goods fails to 
expand sufficiently, with the increase in the capacity to 
produce them (the excess-saving case) ; 

(iv) because equipment becomes redundant, owing to the 
scarcity of labour. 


These four causes are likely to appear successively in time; the 
first two in the early stages, the last two in the later stages. 
Thus a boom is like a peculiar steeplechase, where the horse is 
bound to fall at one of four obstacles. If it survives the first, 
it might be checked on the second, the third or the fourth. It is 
probably a rare horse which survives until the last hurdle. 

A wise Government can remove the first obstacle by appro- 
priate monetary policy, and it can remove the second and the 
third by an appropriate system of taxation. But it can only 
suspend the operation of the last obstacle by reorganising the 
distribution of resources between different industries—though it 
could alleviate its consequences by making public investment 
anti-cyclical. 


London School of Economics. 


1 The difference between these two cases was explained in footnote, p. 649, 
above. In the one case interest rates rise because the quantity of cash is insuffi- 
cient; in the other case, because without a rise in the rates, no amount of cash 
could be sufficient. 
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PRICE DISPERSION IN PERIODS OF CHANGE 


In the simplified model of a closed economic system we 
conceive of prices as determined by the scale of output and the 
rate of remuneration of the different factors of production which 
enter into marginal cost; and—on further simplifying assump- 
tions—by the scale of output and the rate of money wages.! 
For this model we can distinguish between two types of changes 
in the price level, the one being represented by a vertical move- 
ment from one money wage parameter to another, the other by 
a movement along one of the scale-of-output curves for a given 
money wage parameter. Most actual price movements will, 
naturally, be a combination of both these movements, as the 
rate of money wages will tend to be positively correlated with 
the scale of output. Even so, however, it may be possible to 
divide actual periods of rising prices into two types, according to 
which of the two movements would seem to be predominant. 
This procedure has been attempted in the second part of this 
article, and for the concrete case of recent American price history 
the distinction proved to be fairly clear-cut.2, Mr. Kalecki, in a 
recent article? has shown that changes of the “ wage para- 
meter” type in this model of a closed economic system are 
more in correspondence with observed changes in economic 
systems of our days than might be thought. His analysis of the 
Blum experiment suggested that there were aspects of the rise 
in prices other than its proportionality to the change in wages 
which might be worth examination. In Edgeworth’s and Mit- 
chell’s discussions of the statistical and economic problems of 
general price indices, the problem of the dispersion of price 
relatives around a given price index has figured prominently, 
and in Professor Mills’ study of the “‘ Behaviour of Prices ” ¢ it 
has been systematised into an analysis of the degree of disturb- 
ance of price systems in periods of changing prices. The purpose 
of the present article is to apply the technique for measuring price 
disturbances evolved by these three writers to the different types 
of price changes distinguished above, and also to see whether 


1 J. M. Keynes, General Theory of Employment, Interest and Money, Chapter 21. 
' 2 Cf. below, Section III. 

3 “ The Lesson of the Blum Experiment,’”’ Economic JouRNAL, March 1938. 

* National Bureau of Economic Research Publication, New York, 1927. 
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otherwise similar price movements—similar regarding the move- 
ments of the price level—can be distinguished by the different 
degree to which they change the price system. This question is 
asked in the case of two recent monetary experiments, the Blum 
and the Roosevelt experiments. In a final section the result is 
evaluated and generalised. 

The measure of dispersion which we shall adopt is the co- 
efficient of variation of price relatives—i.e., the standard devi- 
ation of price relatives of commodity prices (e.g., in April 1937 on 
the basis of their prices in April 1936—the “‘ Blum year ”’ analysed 
by Mr. Kalecki) from their arithmetic average, expressed as a 
percentage of that average. This measure may be considered as 
a representative figure for the changes in the purchasing power 
of commodities over each other, as distinct from the change of 
purchasing power of money over commodities, as expressed by 
the price index. It should be noted that dispersion calculated 
on this basis of two individual months cannot be compared with 
dispersions based on the comparison of two yearly averages, even 
if these two years are consecutive and the span of time covered 
is the same; the former measure would normally be higher than 
the latter, as it includes a random element which disappears 
when the price quotations are averaged out for a year. As most 
of the scanty work done in the analysis of the price system con- 
sists in a comparison of yearly price averages, it seems desirable 
to calculate an appropriate “ deflator,” and thus to ensure com- 
parability between the measure based on two individual monthly 
price quotations and measures of the more common type, when- 
ever such a comparison is made. This deflator has been calcu- 
lated from certain data available for American prices ;1 it works 
out as 0-771. The random element accounts for 23 per cent. 
of the measure of dispersion found by comparing individual 
quotations.” 

Accepting Mr. Kalecki’s conclusion that the rise of prices in 


1 F.C. Mills, The Behaviour of Prices. From p. 276 the average “‘ twelve months 
link relative ’’ for the eighty-four months from January 1920 to December 1926 
has been calculated, and from p. 259 the average “‘ year-to-year dispersion ’’ for 
the seven years 1920-26. The ratio between the two averages yielded the “ de- 
flator ” mentioned above. 

2 This means that the random element accounts for about 40 per cent. of price 
dispersion between individual months (quotations) as measured by the variance. 
By using this proportion as a deflator, it has been assumed that it can be general- 
ised with a not prohibitive margin of error for other periods and countries than 
the original calculation refers to. Whether or not this is justified, only further 
research can show. It is proposed to undertake such research in the course of the 
next year at Manchester. 

yy2 
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France during the Blum experiment was of an extremely “ pure ” 
theoretical type, we use this period in the comparative study 
of price dispersion in Section II as a standard. 


II 


During the Blum year the general wholesale price level rose 
by 48-8 per cent. The dispersion of prices during this year has 
been calculated from the eighty-seven commodities listed in the 
Bulletin de la Statistique générale de la France et du Service 
d’observation des prix. The arithmetic mean of the price relatives 
of these eighty-seven commodities in April 1937 compared with 
April 1936 prices as basis was 152-7. The standard deviation was 
33-7 and the measure of dispersion calculated as a ratio of standard 
deviation and mean of the price relatives 23-1 per cent. From 
various comparisons it will appear that this means that this 
violent rise in prices was effected with a high degree of smoothness 
and uniformity, and that internal price relations have been much 
less disturbed than was to be expected from former experience. 

For former French price history no data were available in 
a comparable form.1' The laborious task had therefore to be 
undertaken of preparing comparable data from the existing price 
records.2 In spite of Professor Mills’ findings that dispersion is 
not correlated with the direction of price changes,’ it has been 
thought advisable to select mainly periods of rising prices for 
comparison, for some authors—among them Edgeworth—have 
arrived at a view opposite to that of Mills. 

Now, there are two twelve-month periods in French post-war 
price history with a comparable rise in wholesale prices, the first 
being September 1919 to September 1920, when the wholesale 
price index rose by 46-4 per cent. In that case the coefficient of 
variation, describing the dispersion of price relatives round the 
arithmetic mean value for the fifty-three commodities listed in 
the Annuaire Statistique, was 32-9 per cent. (dispersion as 
measured by the variance being more than twice the dispersion 
during the Blum year). The main cause of the rise in prices 
then was the huge expenditure on the reconstruction of the 


1 The study of French prices 1920-24 by Dr. Maurice Olivier (‘‘ Les Nombres 
Indices de la Variation des Prix,’’ Paris, 1927) measures dispersion from a fixed 
basis, the average of 1913, and is therefore useless for our purposes. 

2 The writer wishes to express his thanks to Miss M. Ellison, who undertook 
the calculations for this study. 

3 Loc. cit., p. 284: ‘‘ High dispersion is equally likely to be found with rising 
or with falling prices.”’ 
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devastated areas out of budget deficits. The second period in- 
vestigated was March 1922—March 1923, when prices rose by 
38 per cent. For this period the coefficient of dispersion of the 
fifty-four commodities listed in the Annuaire Statistique was 
calculated as 26-3 per cent. (dispersion being 75 per cent. higher 
than during the Blum year). In this case the main reason for 
the rise in prices wae “a remarkable revival of industry and 
trade” and “largely increased production all-round,” with 
particular activity in the export industries, which were stimulated 
by a rise of foreign exchange rates in a “ world-wide campaign 
against the franc.” * The enormous expenditure on reconstruc- 
tions and pensions, paid out of budget deficits, continued. 

The result is, therefore, that in the two previous periods in 
French price history showing the largest increase in prices, the 
increase being of a type diametrically opposed to the Blum “ wage 
parameter ”’ type, internal price relations were considerably more 
disturbed than during the Blum experiment; and this although 
the advance in prices was less violent than during the Blum year 
(46 per cent. and 38 per cent., as against 49 per cent. during the 
Blum year) and although the degree of disturbance is certainly an 
increasing function of the violence of the movement.’ 

This result is safe against the objection that it is obtained on 
the assumption of a closed system, whereas—in the case of 
the Blum experiment—the smoothness of the rise may have been 
essentially produced by the accident that the movements in 
foreign exchange rates were on the same scale as the movements 
in money wage rates and prices, thus leaving no gap between 
prices of imported goods and home produced goods (or their 
combinations). Over the Blum year, the devaluation of the 
franc amounted to 46 per cent., which, even in conjunction with 
the rise in world prices, agreed fairly well with the internal rise 
in prices. But, then, the same is true of the two periods of 
comparison. Between September 1919 and September 1920 the 
exchange rate for the pound sterling rose in Paris by 47 per cent.— 
i.c., exactly in step with the internal price level,‘ and between 
March 22 and March 23 by 54 per cent. (the dollar rate by 23 
per cent.), the representative movement of foreign exchanges 
being again on the same scale as the rise in prices. Generally it 

1 The Economist’s Commerical History and Review, 1922. 

2 Paul Kinzig, World Finance, p. 73. 

3 Mills, loc. cit., p. 366: “ The dispersion tends to increase the greater the dis- 
turbance of the price level, whether prices be rising or fi 


* The dollar rate rose by 77 per cent., but, on the other hand, the franc improved 
in terms of many Central European currencies. 
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will be shown below that the removal of the assumption of a 
closed system will affect price dispersion in a much smaller degree 
than appears at first sight.1 

Now it is important from the point of view of the present 
analysis that both these periods were periods of rising prices 
associated with a rising scale of output—t.e. they were of the type 
distinguished from the rise in money wages causing a rise in prices 
without a change in the scale of output as observed during the 
Blum year. Between September 1919 and 1920 the output of 
coal rose by 31 per cent., of pig iron by 48 per cent., steel by 51 
per cent., the average daily number of trucks loaded by 18 per 
cent.,? the tonnage of ships entered by 83 per cent., the weight 
of exports by 304 per cent., the numbers found work, expressed 
as a percentage of those not found work,’ rose from 88 per cent. 
to 163 per cent. The picture of an output boom is not less 
complete for the second period, March 1922—March 1923. Be- 
tween these two months output of coal rose by 18 per cent., of 
pig iron by 56 per cent.,* steel by 30 per cent., the average daily 
number of trucks loaded by 20 per cent., the tonnage of ships 
entered by 31 per cent., the weight of exports by 15 per cent., 
the numbers found work from 132 per cent. to 241 per cent. of 
those not found work.? For the end of the period it is recorded 
that “‘employment is good—in fact, there is a deficiency of 
labour.” 5 The Economist records a“ total disappearance of un- 
employment.” It is noteworthy nevertheless that during this 
second period wage rates do not seem to have risen. The Econo- 
mist, at any rate, records for 1922 that “‘ wages remained on the 
whole unchanged,” and for 1923 “‘wages remained practically 
stationary during the year.’’ The contrast with the Blum year, 
when output was stationary but wages rose, is complete. Wage 
data are not the strong side of French statistics, and no informa- 
tion seems available for the September 1919/1920 period. 

The same result is obtained by comparing the degree of price 
disturbance during the Blum year, when there was no increase in 
the scale of output, with the two major American post-war price 
booms, of 1919-20 and 1922. Both these price booms were 
definitely accompanied by a large increase in the scale of 
output. The factors decisive for the rise in 1919-20, generally 
agreed upon, though different emphasis is placed on them, are 


1 Cf. below, p. 671. 2 November figures. 
3 Excluding foreign labour. 4 January figures. 
‘5 Report from France for the London and Cambridge Economic Service. All 
the figures in this section are quoted from the Bulletins. 
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the belated effects of Government war expenditure and the sud- 
denly released demand for civil goods, particularly from abroad. 
In addition foreign industries suffered from destruction of capital 
equipment, and even in America machinery for civil production 
had become markedly inefficient, while production of civil goods 
was so dislocated as to create a pronounced scarcity and in- 
elasticity of supply. From this, incidentally, labour benefited 
sufficiently to secure a large share of the ensuing scarcity rents 
and large-scale profits. With a ‘‘ prolonged war mentality ” 
merchants and consumers were endeavouring to secure a maxi- 
mum share of the available supplies irrespective of cost. The 
1922 boom was entirely an “output boom.” On the whole, 
money wages were falling rather than rising, and there were 
strikes in the textile and coal industries and among railway 
workers on this account. The historian of this boom would 
probably mention in the first place the accumulation of gold 
and vast sums left free for investment during the industrial 
slump of 1920-21, the fall in the rate of interest when the 
slump ceased to exercise its psychological effects, and the rise 
in the rate of the sterling and related currencies by some 10 per 
cent. during 1922. Production expanded, building broke all 
records, and “the increased industrial activity had practically 
eliminated unemployment.” 2 

Fortunately, Mills has measured the degree of price disturb- 
ance on a basis comparable to our measurement for the Blum 
year Taking for each of the two periods that month showing 
the greatest increase in the geometric means of price relatives— 
“ price-level ”’—over the same month of the preceding year— 
i.e., April 1920 and March 1923—we find, on converting Mills’ 
measure into that used in this article, a 24-2 per cent. rise in 
prices between April 1919 and April 1920, associated with a price 
disturbance of 31-1 per cent. and a 14-3 per cent. rise between 
March 1922 and March 1923 associated with 25-4 per cent. price 
disturbance ; it can be seen that price disturbance was in both 
cases more pronounced than under the Blum experiment (23-1 
per cent.), although the movement of prices as a whole was much 
more violent in that case (49 per cent.). 


1 P, Einzig, loc. cit., p. 53. 

? Cf. e.g., The Economist’s Commercial History and Review for 1922. 

3 Loc, cit., p. 276. Mills’ “‘ index of dispersion ”’ is not the same as that used 
here. But as the two measures have a constant ratio to each other, his indices 
could easily be converted into comparable measures. The fact that he measures 
dispersion from the geometric mean does not vitiate the comparison to an appreci- 
able degree. 
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The same result is obtained from an analysis of American 
prices during the war years. The rise during these years was of 
similar type to that of 1919-20, and during the latter years of 
the war supported, of course, by heavy Government expenditure 
and the out-bidding of civil production for productive resources. 
At any rate, the rise was hardly of the ‘‘ Blum type,” a rise in 
hourly money-wage rates without a rise in output. As we have, 
for these war years in Mills’ work, only measures of disturbance 
for the average prices of the year as based on the average of the 
preceding year, our Blum measure has been “ deflated,” as in- 
dicated above, so as to allow for the different methods of compu- 
tation. After this allowance the measures are strictly comparable 
as Mills’ measures are, in this case, also computed from the 
arithmetic mean of price relatives. 


Price Disturbance during the War Rise in Prices in the U.S. 
Compared with the Blum Experiment. 


Rise in Prices Measure of 
Year. over Preceding Disturbance, 

Year, per cent. per cent. 
1918. ; 11-7 19-7 
1936-37 (Blum year in France) ~~. 48-8 (deflated) 17-8 


It should be remembered that in the U.S.A. there was none of 
that partial price fixation during the war years which would 
account for increased price dispersion and a “ lop-sided ”’ rise of 
prices in other countries, although war anomalies may, in them- 
selves, account for a certain degree of price dislocation. In so 
far as it goes, however, the evidence of the war years supports 
the thesis put forward here, the measure of dispersion being 
consistently higher. 

The American figures for the post-war booms are calculated 
from 100 commodity prices, the war figures from 205 commodity 
prices. The number of commodity prices analysed will not in- 
fluence the measure of disturbance, as long as any smaller number 
of commodity prices can be supposed to be a random sample— 
from the point of view of price movability—of the larger group, 
and, in particular, as long as it does not contain a higher pro- 
portion of “‘ administered ” or “ flexible’ prices. All the com- 

1 Loe, cit., p. 259. 
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modity samples used here have been examined in this connection 
and have been passed as satisfactory. 

There is also afforded by Mr. Crump’s studies ! the opportunity 
of a comparison with English experience, on the same twelve- 
months-link-relatives basis, with the price disturbance during the 
mild rise in prices during the spring of 1923, when in the three 
“‘ peak months ” of March, April, and May 1923 the general index 
of wholesale prices rose by 4-2, 4-8 and 5-3 per cent. respectively 
over the same months of 1922. The nature of this temporary 
rise in prices is, for our purposes, sufficiently characterised by 
the fact that there was, during that year, an increase in employ- 
ment and a fall in money-wage rates. Particularly in the early 
months of 1923, as a consequence of the occupation of the Ruhr 
district by the French, with its beneficial repercussions on British 
heavy industry, business expansion had been “steady and 
general.””? Unemployment had fallen from an average of 15-5 
per cent. in the February—April quarter of 1922 to 11-5 per cent. 
during the same quarter of 1923. On the other hand, there had 
been reductions in wage rates for 3,522,000 workers, amounting 
to a fall by £2,545,000 in full-time weekly wages, between April 
1922 and April 1923, whereas increases in wages amounted 
to only £55,000,° leaving a net reduction of wages amounting 
to £130 millions per annum on full weekly earnings, a reduction 
which must have been in the neighbourhood of 10 per cent.‘ 
The rise in prices was thus of a type diametrically opposed to that 
during the Blum year. The dispersion of prices for these three 
months, compared with the same months of 1922, is given by 
Mr. Crump as follows : 


Rise in Prices Price 
over Twelve Disturbance, 
Months, per cent. per cent. 
England. February 1923 ° ° 4-2 22-8 
March 1923 . 4-8 23-7 
April 1923 . 5-3 22-7 
France. Blum year to April 1937 . 48-8 23-1 


It will be seen that, although the rise in prices of the Blum 
type was of an incomparably higher order of magnitude, price 


1 N. Crump, “ The Interrelation and Distribution of Prices and their Incidence 
upon Price Stabilisation,’’ Journal of the Royal Statistical Society, 1924. 

2 The Economist’s Commercial History and Review, for 1923. 

3 Calculated from the Ministry of Labour Gazette, issues May 1922—May 1923. 

4 Professor Bowley’s index of wage rates fell by 12-4 per cent. between the 
second quarters of 1922 and 1923. Over the same period output of pig iron rose 
by 66 per cent., steel by 73 per cent., coal by 26 per cent. 
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relations have been preserved to the same degree as it was the 
case in England during the mild recovery of prices from the 1922 
slump; and this although the business expansion, which was 
forcing prices up in spite of falling wages, is described as “ steady 
and general.”’ Moreover, the English price system seems tradi- 
tionally slightly less liable to disturbance than the French, and 
this would tend to reinforce our results. 


Ill 


Lest it be objected that the much heavier price disturbance 
in other war and earlier post-war experience of rising prices is 
due to a particular instability of price relations in these years— 
themselves perhaps the expression of particular economic in- 
stability—rather than to the particular way in which the rise in 
prices was brought about, the analysis of the Roosevelt period 
has been conducted on an entirely “timeless ’’ basis.2, In the 
following table the month-to-month changes of prices in America 
have been recorded for those months during which there was a 
rise in prices, from the first recovery in the spring of 1933 to the 
spring of 1937, and the changes in output and hourly wage rates 
have been recorded on the following page. It can be seen that, 
to a surprising degree, the recent American price history thus 
tabulated, can be conceived of as an alternation of short periods 
of from two to four months, during which the initiative in the 
rise in prices passed between a rising scale of output and rising 
money wages. This is on the assumption that other factors, such 
as devaluation, were either absent or worked through one of the 
two factors considered here. The analysis proceeds on the 
further assumption that the rise in prices between two months 
is conditioned by the change either in output or in wage rates 
during the preceding month—+.e., we assume monthly adjustment 
periods. The only month (out of thirty-three) for which such 
a classification is not possible is June-July 1936, when both wage 
rates and scale of output are shown as unchanged, but prices rose 
by 1 per cent. It is perhaps worth noting that in all the other 
thirty-two months, with the exception of July-August 1935, the 
rising prices can be associated with either a rise in the scale of 

1 ‘Lucien March, “‘ Les modes de mesure du mouvement général des prix,” 


Metron, 1921. 

2 A recent attempt to bring some of Mills’ calculations up to date does not, 
unfortunately, bear on the subject of this article (L. Asher, ‘‘ Variations in Price 
Relative Distributions 1927-36,” in the Journal of the American Statistical Associ- 


ation, June 1937). 
3 The dropping of this assumption does not influence the result ; cf. below p. 668. 
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Rise in 
Money | Prices Con- of 
Indus- | Output | Wage | ditioned by | Month- 
trial " Rate Rising Scale to- 
Month. Prices | per cent.| Change, | of Output | Month 
Rise, per cent.| (O) or Ris- Price 
per cent. ‘ ing Money | Disturb- 
during Wage Rates| ance, 
preceding month. (W). per cent. 
April-May 1933 2-3 +11:7 +0-0 oO 9-7 
ay—June 2-7 +19-4 6-2 
June-July 4-6 +13-8 —0-2 oO 6-3 
July—Aug. 1-7 + 56 +0-7 5-6 
Aug.—Sept. 1-9 — 6-2 +9-2 5-3 
t.—Oct. 0-8 — 56 +6-8 w 3-7 
Dec. 1933—Jan. 1934. 1-6 — 42 WwW 3-0 
Jan.—Feb. 1:3 +11-6 +0-2 3-1 
Feb.—Mar. 0-3 + 78 +1:3 2-3 
April-May 0-9 + 1-1 +3-2 Ww 3-4 
Jans 0-5 + 11 +1:2 Ww 3-7 
July—Aug 1:3 —13-3 +0-2 Ww 3-9 
Aug.—Sept 1-1 + 0-0 +0-2 Ww 1-6 
Oct.—Nov. ‘ 0-1 + 42 2-7 
Nov.—Dec. 0-3 — 13 +0-2 WwW 2-6 
Dec. 1934—Jan, 1935. 1-6 + 54 +0-2 oO 2-0 
Jan.—Feb. 0-9 +12-8 —0-2 oO 1:3 
Feb.—Mar. 0-2 + 34 +0-2 oO 2-1 
Mar.—April 0-7 — ll Ww 1-8 
April-May 0-1 11 +0-2 WwW 2-0 
July—Aug. 1-2 — 35 —0-2 Ww 2-4 
Aug.—Sept. A 0-1 + 36 +0°5 oO 18 
Nov.-Dec. 0-5 + 0-0 +0°3 Ww 1-2 
Mar.—April 1936 0-4 + 11 +0°5 oO 2-0 
May—June ‘ 0-2 + 1:9 +0°5 oO 2-2 
June—July 1-0 — 10 +0-2 w 1-9 
July—Aug. 1-1 + 0-0 +0-0 — 
.-Nov. 0-7 + 37 +0-0 3-0 
Nov.—Dec. > 1-5 + 36 2-8 
Dec. 1936—Jan. 1937. 1-3 — 0-9 w 2-0 
Jan.—Feb. 0-6 — 18 +0-2 WwW 3-7 
Feb.—Mar. 1-2 + 45 +0-6 oO 8-2 
Mar.—April 1-2 + 43 +2-6 oO 5-9 


Sources: Prices = U.S. Department of Labour wholesale price index for finished 
products.? 
Output = Federal Reserve Board Index of Industrial Production 
(manufactures and minerals).? 
Wage rates = National Industrial Conference Board index of average 
hourly earnings of factory work. 


1 Quoted in Survey of Current Business. 
? Quoted in London and Cambridge Economic Service Monthly Bulletins, 


output or arise in wageratesorin both. To confirm the character- 
istics of the two types of price inflation suggested by the pre- 
liminary analysis of the “‘ pure-wage type,” as observed during 
the Blum experiment, we should expect the month-to-month 
disturbance of price relations to be higher, for similar movements 
the price level, where the price movement has been described as 


being of the “ output type.” 
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The preceding table shows in the last column the measure of 
month-to-month price dispersion. This measure has been calcu- 
lated from thirty-nine non-agricultural commodities listed in the 
U.S. Monthly Labor Review. The first comment for which the 
table calls is the striking instability of price relations during 
the first six or seven months of our period. During this period 
the “‘ representative ’’ change of internal price relations was much 
more significant even than the rapid “ representative ’’ change 
of the relation between money and commodities in general. 
It can be clearly seen how during the first seven months price 
relations gradually “ settled down.” 

Within that “ unsettled ” period it was during the first three 
months of rapidly rising output (in anticipation of the threaten- 
ing Labour Code legislation) that price relations changed more 
rapidly rather than during the following three months’ period 
when, with the enforcement of Labour codes, prices continued to 
rise because of the rapid increase in money wages, although 
output receded. This result, while expected on the results so 
far obtained, could certainly not be derived from a priori reason- 
ing. On theoretical grounds the “ anticipatory ” psychological 
bidding up of prices in the pre-Code months might have been 
expected to have been more uniform, because less discriminatory, 
than in the later months. 

We are, however, at the moment concerned with an analysis 
of the table with a view to discovering whether a particular type 
of price change can be said to be characterised by higher price 
dispersion. 

The result confirms the preliminary hypothesis established by 
the previous section. The average price disturbance (month- 
to-month) when the rise in prices was due to a higher scale in 
output, was 4-0 per cent. (for seventeen months), in months of 
rising prices primarily due to rising money wages it was 2-8 per 
cent. (for fifteen months). The difference in the degree of dis- 
turbance is 1-2, and its probable error is + 0-44. The difference 


1 In particular, between April and May 1933 there was a disturbance of price 
relations in the American price system nearly comparable with those observed 
within the period of a full year in pre-war times. A measure of 9-7 per cent., as 
we found it for the first month of the Roosevelt period, would mean, on the assump- 
tion of a normal frequency distribution of price relatives, that about half of them 
are to be found within + 6-54 percent. of the general price index (0-6745 x 9-7 per 
cent. The corresponding figure for some pre-war years with low disturbance is : 7:2 
per cent. for 1891-92, 7-3 per cent. for 1905-6, 7-6 per cent. for 1906-7 and 7-2 per 
cent for 1911-12. Even 1925-26 showed only 7-6 per cent. (Mills, loc. cit., p. 259). 
The latter measures are, however, on the basis of yearly averages, and the former 
dispersion may also contain a seasonal component. 
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is nearly three times its probable error, and can with virtual cer- 
tainty be considered as significant.1 Eliminating the stormy 
period of the first seven months—the first output and wages 
cycle—the average month-to-month disturbance works out as 
3-0 per cent. for the price rises due to higher scale of output and 
2-6 per cent. for the other type. In this case the difference is 
0-46, but on purely statistical grounds its significance is doubtful,” 
in view of the small number of observations. The significance 
of the difference is, however, supported by two further facts 
(1) a tentative re-arrangement of the calculations on the assump- 
tion of no time lag (i.e., a rise in prices being attributed to the 
movements of output and wages of that same month) yielded an 
identical result. For the full period the average degree of dis- 
turbance in a month of rising output proved to be 3-7 per cent., 
in a month of rising wage rates 3-1 per cent., for the period after 
the first seven months 3-0 and 2-7 per cent. respectively. (2) The 
distinction can be observed separately for the groups into which 
the monthly price changes just analysed can be divided according 
to the violence of the upward movement of the price level. From 
the general table it can be seen that of the monthly price move- 
ments of the type O six were below 0-5 per cent., five between 
0-5 and 1-5 per cent., and six were over 1-5 per cent. Within 
each of these three groups the price disturbance is heavier for 
the type O. There are twelve months of prices rising between 
1 and 2 per cent., six for each of the two types. The average 
disturbance for the type O is 4-6 per cent., for the type W 3-0 
per cent. 

The difference between the change of internal price relations 
found for the two types is by no means economically insignificant. 
This can be best realised by considering the degree of price dis- 
turbance as something like a representative “real commodity 
rate of interest,”’ a rate of earnings accruing to the entrepreneur 
who invested in stocks or the production of a “ representative ” 
favoured commodity, an additional rate of interest to be paid— 
in excess of the money rate of interest—by the entrepreneur 
whose investment was in a “ representative ’’ commodity on the 
wrong side of the changing price system. For the short-term 
fluctuations—and for short-term economic transactions—this 
“real commodity rate of interest’ tends to be a multiple of 
the money rate of interest, and also, as the table on the top of 


1 Unless the number of observations (32) would be considered as too small 


for this test of significance. 
2 The probable error is + 0-428. 
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Average Monthly Price Disturbance during 
Monthly Rise in the Roosevelt Period. 
Prices, per cent. 
O-type, per cent. W-type, per cent. 
0-1-0-5 2-6 2-3 
0-5-1-5 4:3 2-7 
over 1-5 5-4 4-2 


this page shows, more important than the general variations in the 
price level. A difference between 4-0 and 2-8 per cent., or 4-6 
and 3-0 per cent. for different types of price movements must 
therefore be considered as the equivalent of the difference between 
the risk that prices will fall (as a whole) by 4-0 per cent., and the 
same degree of risk that the fall in prices will be restricted to 
2-8 per cent. or between a money rate of interest of 4-0 or 2-8 
per cent.—the change occurring within a month. This factor 
would, rationally evalued, certainly become a dominant deter- 
minant of short-term economic activity. 


IV 


This interpretation of price dispersion leads us to one of two 
points that still remain to be cleared up. If there is a connection 
of the kind suggested here between the degree of price dispersion 
and the type of price movement, what light does that throw on 
the view, that has been expressed, that a rise in prices, if con- 
nected with a considerable degree of price disturbance, “‘ contains 
the seeds of its own destruction,” ? and that increasing price dis- 


persion could serve as a “danger signal” for the monetary . 


authorities ?* This view has definitely been shaped by a con- 
centration of attention on the rise in prices characteristic of the 
later stages of an output boom, and our analysis has shown that 
there is a factual base for this connection of a rise in output with 
high price dispersion. It is theoretically plausible, too, to con- 
nect price dispersion with the later stages of an output boom 
when the supply schedules begin to diverge from each other after 
the more similar (horizontal) shapes at lower levels of output; in 
that sense high price dispersion may be taken as a symptom of 
** bottle-necks,” or of certain prices or groups of prices being 


1 So that the entrepreneur on the shadow side of the changing price system 
cannot hope to be compensated for this by the rise in prices as a whole. 

2 N. Crump, loc. cit. 

3 R. G. Hawtrey in the discussion of Mr. Crump’s paper. 


1938] PRICE DISPERSION IN PERIODS OF CHANGE 671 


marked up, in anticipation of scarcities, in disproportion to other 
elements of the price system. But apart from being a symptom 
of such more real factors, price dispersion in itself, as increasing 
the risk of investment, will be a “‘ danger signal.” If, however, 
there is anything in the main thesis of this article, it follows that 
for the more dangerous case of a rise in prices, the inflationary 
case proper, with prices and wages going up cumulatively with- 
out an effect on output, the “danger signal” does not work 
so well, and unfortunately it does not work so well exactly 
where one wants the monetary authorities to be particularly 
watchful. 

The other question is the assumption of a closed economic 
system, under which the statistical inquiry has been conducted. 
Will not, in all concrete cases of open economic systems, the dis- 
parity between the movement of foreign exchange rates and the 
home price level be a decisive factor in creating price dispersion, 
and the absence of such disparity in creating smoothness? As 
far as the actual statisticai analysis is concerned, some remarks 
guarding against that objection have already been made.1_ But, 
more generally, theoretical reasoning will show that the effect of 
devaluation on price dispersion must be much smaller than 
might appear at first sight. 

Take the case of a country where one-quarter of the commodi- 
ties making up the general price index are imported. If, over a 
certain period, foreign exchange rates in that country rise by 
20 per cent., the prices of home-produced goods remaining un- 
changed, the result would be, as a first approximation, a rise in 
prices by 5 per cent. and a price dispersion of 8-1 per cent. But 
this “ theoretical” dispersion will be an ineffective theoretical 
maximum. 

(1) In so far as the imported commodities are not finished 
products, but enter into other home-produced commodities, the 
increase in prices will tend to be spread out over the field of 
prices, and price dispersion will be less. 

(2) In so far as the country concerned is an important con- 
sumer of the imported commodity—for the world market—the 
relative rise in the price of the imported good will lower the demand 
for it, and therefore the world market price will fall, thus 
diminishing price dispersion. 

(3) In so far as devaluation will lead to an increase in eco- 
nomic activity by the rise in exports and the replacement of im- 
ported goods by an expansion of the output of home-produced 

1 Cf. above, p. 661. 
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goods, the price level of home-produced goods will rise, thus 
diminishing price dispersion.* 

(4) In so far as the country is not an important consumer 
from the point of view of the world market, the reaction under 
(2) will be negligible, but the reaction under (3) will be correspond- 
ingly more violent. The country will, in fact, be a Mengenanpasser 
in relation to the international price of the imported commodities. 
On balance, there is not much reason to suppose a different degree 
of price dispersion on account of devaluation in important and un- 
important countries (if the foot-note ad (3) is taken into account). 

(5) Even where a quarter of home consumption is foreign- 
produced, this will not mean that the price of a quarter of all 
commodities is 100 per cent. foreign-exchange-determined and 
the rest 100 per cent. home-determined. Certain brands, groups 
or grades of a commodity will be imported, and the rest home- 
produced, and in so far as the price figures are themselves averages 
of quotations for various brands, groups, or grades, the effect of 
devaluation will be ab initio spread over the whole price field, 
and price dispersion will be smaller. 

(6) Where only certain amounts of a commodity have been 
imported, but the rest home-produced, there will be a specific 
replacement of the imported portion by an expansion of home 
output in that same commodity, with the general effect on prices 
“ under (3), but with a more specific effect of bringing down the 
price in the markets of partly imported commodities. This effect 
is distinct from (2) because it applies to any country, whether 
important or unimportant. 

In surveying this list of “ diffusing forces ” set in motion by 
a devaluation and the initial rise in prices, it will be agreed that the 
effect of a devaluation in the way of producing price dispersion 
is likely to be small except in extreme cases, but in those cases its 
effects tend to be obliterated by the reaction of a violent devalu- 
ation on money-wage rates and output, so that they cannot be 
studied statistically. 

We have been concerned with tracing a certain connection 
between the dispersion connected with a rise in prices and the 
way in which that rise in prices is brought about; we have not 
tried to explain it. A final remark may be made as to where the 
explanation may be sought. It has already been said that once 
the stage of general unemployment has been left, there is no reason 


1 The revival in activity will, of course, produce new price dispersion. But 
this is different from the dispersion gua devaluation which will tend to be ob- 
literated by the rise in output. The new dispersion can be analysed in terms of 
rising output in a closed economic system. 


. 
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to expect any similarity between the supply schedules of different 
commodities; even where supply schedules are similar, a suffi- 
ciently violent rise in output may cause prices to become, to a 
varying extent, divorced from their supply schedules by the 
effect of anticipation. This is probably what happened in the 
spring of 1933 in the U.S.A. In the absence of any stabilising 
factor, there is no reason to expect particular uniformity in the 
advance of prices in an output boom. On the contrary, antici- 
pations may be supposed to be most extravagant where supply is 
least elastic. In the case of wages it is likely that any advance of 
wages in an age of publicity tends to become general over the 
whole field of production, and the bargaining positions of workers 
and employers tend to change in a similar way. But even when 
the wages are uniformly advanced, this would not yet explain a 
comparatively uniform advance in prices. For wages form a 
different proportion of costs in various industries. It is perhaps 
not altogether fantastic to assume a stabilising factor to come 
into operation here, in that employers will be most inclined to 
give way in wage bargains where wages are a less important item 
in total costs.1_ The objection against this reasoning, that in these 
less labour-intensive industries, during the previous period of wage 
reductions, wages were also presumably less reduced (because 
employers bothered less about this minor item), so that there 
would be less scope for a rise, would not be wholly convincing ; 
for the less labour-intensive industries are the industries where 
overhead costs are most important, and these cannot be brought 
down, so that the attempts at cost reduction will be concentrated 
on the labour factor. On these theoretical arguments, we may 
assume the existence of a stabilising factor which makes for a 
diminution of price dispersion during a rise in money wages—- 
i.e., @ force which makes wages rise most where the effect of a 
given rise on prices would be smallest, and vice versa. But more 
important probably is the factor that, if additional income is 
injected into an economic system, the injection by way of raising 
money wages will be more diffused and on a broader front than, 
for example, by way of public investment financed by budget 
deficits. In this light, the comparison of price dispersion under 
the Blum experiment and the post-war period of rebuilding the 
devastated areas in France wins new theoretical significance. 


H. W. Srincer 
University of Manchester. 
1 On the general principle that the elasticity of demand for a good is usually 
inelastic when the price of the good is only ari unimportant part of a whole. 
No. 192.—vo.. xtvmi. ZZ 


VARIABILITY OF RAILWAY OPERATING COSTS 


I 


Dvurine the ten years 1928-37 the British railways enjoyed 
two periods of abnormal activity and suffered one of major 
depression. The principal objects of this paper are to utilise the 
relatively widely fluctuating published figures! relating to 
railway operation during these years, first, to show to what 
extent the railways contrive to reduce their operating costs when 
traffics are falling and to what extent they must incur additional 
costs when traffics are increasing; secondly, to determine the 
factors tending to produce changes in the marginal cost, or the 
average variable cost within the range of the fluctuations; and 
finally, with the aid of the results obtained, to throw some light 
on the fares and rates policies of the railways. 

Only costs having a bearing, however remote, on railway 
working are relevant to this investigation. Such costs account 
for some 95 per cent. of the total of Expenditure in Respect of 
Railway Working,? and cover the following items : maintenance 
of way, works and rolling-stock, locomotive running and traffic 
expenses, general charges, compensation to or in respect of 
passengers, workmen and goods, and national insurance. The 
aggregate of these items we may conveniently refer to as “ total 
operating costs.” The principal items excluded are local rates, 
rate relief under the Railway Freight Rebates Scheme, and law 
and Parliamentary expenses, which only over long periods of many 
years have any tendency to vary with the output of services. 

For our purpose the analysis of operating costs by inspection 
is impracticable. The most suitable method is least squares, for 
which we require a measure of the services performed. Passenger 
miles and net ton miles are the best available measure, but the 
statistics of coaching and freight-train mileages provide another 


useful basis. 


1 With one or two exceptions, all basic figures given in the following pages 
have been extracted from the Ministry of Transport’s Annual Returns of the 
British Railways. These exclude the figures relating to the Manchester Ship 
Canal Lines and the London Passenger Transport Board, and are comparable 
from year to year throughout the period. 

2 Collection and delivery services, steamboats, hotels, and other ancillary 


undertakings are not included. 
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Each of these four series for the years 1928-37 appears in 
Table I+ They are comparable from year to year, but neither 
columns | and 3 nor 2 and 4 compare strictly one with the other. 
Coaching train mileage includes that of milk, parcels and similar 
trains, as well as passenger trains; and the figures of net ton-miles 
include free-hauled railway materials for which the corresponding 
special freight-train mileage is not included in the figures shown 
in the last column. In neither case are strictly comparable 
statistics published. 


TABLE I, 
Passenger-, Net Ton-, and Train-Miles 
(In millions.) 
Train-Miles, 
Net -Miles, Excluding Departmental. 
vom, Miles. 
Coaching. Freight. 
(1) (2) (3) (4) 
1928 19,560 17,730 251-3 139-3 
1929 19,840 18,850 257-1 143-9 
1930 18,870 17,780 258-4 139-2 
1931 17,480 16,310 253-7 130-8 
1932 f 16,880 14,930 253-8 123-4 
1933 17,450 15,020 258-2 122-9 
1934 19,180 16,210 266-6 129-5 
1935 20,740 16,400 272-9 130-2 
1936 21,860 17,430 278-9 136-1 
1937 22,500 18,380 283-4 140-2 


Operating costs require rectifying for changes in salaries, 
wages, material prices, general efficiency, and coaching train 
parcels and similar traffic excluded from the net ton-mile 
statistics. The published figures are shown in column 1 of Table 
II. Column 2 contains the figures adjusted for salaries and wages 
to the standard conditions, and for material prices to the level 
prevailing in 1937, which forms the most suitable base year for 
the analysis. For wages and salaries the method of adjustment 
amounts to a simple addition to the published figure for each year 
of the estimated deduction made from standard payments. As 
the addition does not in any case exceed 3} per cent. of the total 
operating costs, the effect of any error in the estimates is negligible. 
In 1929, materials—including gas, electricity and water—appear 


1 The passenger mile figures, with the exception of 1937, are estimates which 
I compiled for the purposes of an earlier investigation (see my article ‘‘ Railway 
Passenger Receipts and Fares Policy,’”” Economic JouRNAL, 1937, p. 455). The 
estimates for 1928-30 were not then published. As official figures have not been 
prepared for any period since 1934, the estimates for 1936 and 1937 are subject 


to a wider margin of error than those for the earlier years. 9 
ZZ 
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to have accounted for almost exactly 30 per cent. of total operating 
costs. In order to adjust for price changes, I have prepared a 
special index based on the Board of Trade’s Index of the wholesale 
prices of industrial raw materials with an additional weight for 
locomotive coal which gave rise in 1929 to one-third of the total 
expenditure on materials generally. Re-standardised to the 
base 1937 = 100, the special index number for 1929 is 96. If 
the special index number is represented by a, and the total annual 
operating costs after adjustment for wages and salaries only, by 
£,, and after adjustment for wages and salaries and material 
prices, by Z,, it follows that 


324 | 
= 


The figures in column 2 have been determined by means of this 
formula on the assumption that contract purchasing does not 
introduce a time lag between the current prices of materials and 
the prices actually paid. A comparison of the adjusted series 
with those in Table I shows that the net effect of other factors 
was a continuous downward trend in the cost per unit of service. 

With two independent variables, the task of measuring this 
trend has proved to be a difficult one. A number of graphic 
experiments relating the series in column 2 to the volume of 
traffic, first with passenger-miles equated to net ton-miles on 
various assumptions, and then with coaching-train-miles equated 
to freight-train-miles, and having the best degree of alignment— 
linear or otherwise—as the criterion, shows that the operating 

1 This formula serves the dual purpose of (a) correcting the expenditure on 
materials for deviations in their price level from the level prevailing in 1937, and 
(b) providing for changes in the ratio of expenditure on materials to total operating 
costs resulting from changes in material prices. The actual expenditure on 
materials in 1929 may be written : 

96E, aE, 
To correct for deviations from the price level in 1937, multiply by = , 80 that 


for the corrected expenditure on materials we have stey Expenditure on 


items other than materials is equal to 2, — a . For total operating costs 


224 +a 
corrected for wages, salaries and materials we therefore have : 
_p __ GE, 100Z, 


In this calculation, 1929 is used as the base year because I have found more 
information published in respect of that year relating to expenditure on coal, 
other materials and labour, than in respect of any other. 
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cost per unit declined with remarkable steadiness in geometric 
rather than arithmetic progression. The rate of fall approximated 
closely to 1-17 per cent. per annum. 

Reducing costs in the earlier years at this rate to conform to 
the level of efficiency reached in 1937, we have the series given 
in column 3 of Table II. Based on the level of efficiency in 1928, 
total operating costs in 1937 would have amounted to £148-3 
millions, compared with £133-3 millions. In the course of ten 
years, therefore, the railways have effected economies which at 
the present time appear to amount to £15 millions per annum. 


TaB_e II. 
Total Operating Costs. 


: Adjusted for Adjusted for 
a , Salaries and Wages, | Salaries and Wages, 
Year. ) and Material Prices 
i—_— Material Prices. and Trend. 
£ mn. £ mn. 
(1) (2) (3) 
1928 142-0 144-7 130-1 
1929 140-7 145-0 131-9 
1930 137-2 144-3 132-8 
1931 126-9 139-0 129-5 
1932 119-7 132-7 125-1 
1933 117-6 130-0 124-0 
1934 121-3 132-7 128-0 
1935 122-9 133-2 130-1 
1936 127-1 134-9 133-3 
1937 132-5 133-3 133-3 
II 


There are two important factors affecting the curve of 
operating costs. One is the tendency of the average train-load, 
both passenger and freight, to vary directly as the volume of 
traffic, so that the degree of cost variability on the basis of 
passenger and net ton-miles is rather less than that on the basis 
of train-miles. The other is the tendency of the average speed 
of freight trains to vary inversely as the volume of traffic, a 
phenomenon which is attributable to the diversion of slow freight 
trains into sidings or loops to give free passage to faster trains. 
The greater the density of trains of different speeds the more 
frequent become delays of this kind. 


1 As well as increased efficiency, this figure covers the effect on costs of— 
inter alia—the general trend of coaching train parcels and similar traffic, the 
tendency of the average length of haul to increase, and the increasing average 
speed of passenger trains. 
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The factor of the average train-load tends to give the cost 
curve a negative curvature, while that of traffic delays tends to 
give it a positive curvature. The net effect is uncertain. Within 
the relatively narrow observed range, however, the curvature, if 
there is any, is graphically imperceptible; and I think we can 
safely use the linear form of regression equation so long as we 
bear in mind that the results apply to the observed range only. 

Using the figures in Table I and column 3 of Table II, we 
have the following multiple linear regression equations expressing 
total operating costs, HZ, in £s, as a function of (a) passenger- 
miles in thousands, P, and net ton-miles in thousands, F, and 
(b) coaching train-miles, M,, and freight-train-miles, M,, appro- 
priate to the standard conditions of wages, and to the levels of 
material prices and efficiency in 1937 :— 


E = 0:5475 P + 1-6564 F + 91,170,000 . . (a) 
E = 0-1000 M, + 03680 M, + 54,250,000 . (b) 


In both equations the standard of accuracy is high. The 
maximum deviation of the total costs determined on the basis of 
equation (a) from the actual costs adjusted to extraneous con- 
ditions in 1937 is £1-8 million or 1-36 per cent., the average 
deviation being £1-05 million or 0-81 per cent.1_ Equation (b) 
gives even better results: the maximum deviation is £1-7 million 
or 1-31 per cent and the average £0-93 million or 0-72 per cent. 

The figure of £0-5475 in equation (a) represents the marginal 
cost per thousand passenger-miles, and £1-6564 the marginal cost 
per thousand net ton-miles. Each of these figures takes into 
account the effect on delays and on the average train-load of 
changes in the volume of traffic, and represents the average 
variable cost at the margin. 

The corresponding figures in equation (b)—£0-1000 and 
£0-3680—represent the marginal costs per passenger-train-mile 
and per freight-train-mile respectively. Both include all marginal 
costs incurred at stations and elsewhere, as well as marginal train 
working expenses. As they account for delays but not for 
changes in the average train-load, they do not appear to be of 
much practical value, except in so far as they throw some light 
on the nature of the constants in equation (a) and on the degree 
of cost variability. 

By substituting for P and F or M, and M,, the actual 
corresponding figures, we may estimate the total operating costs 


"1 The standard deviation of the residuals is 1-21 (£mn.), the standard error 
of estimate 1-45 (£mn.), and the coefficient of multiple correlation 0-90. 
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for any year on the basis of the extraneous conditions prevailing 
in 1937. Using the statistics of passenger- and net ton-miles 
given in Table I—for 1928, for instance—we have from equation 
(a) :— 
E = 0-5475(19,560,000) + 1-6564(17,730,000) + 91,170,000 
= 131-2 (£8000,000) 


The actual adjusted cost shown in column 3 of Table II is 
£130-1 millions, a difference of £1-1 million or 0-85 per cent. 
Between 1928 and 1932 the number of passenger-miles and net 
ton-miles declined by 2,680 millions and 2,800 millions respec- 
tively. The total saving in operating costs can therefore be stated 
at £6-1 millions per annum :— 


£000. 

2,680 millions passenger-miles @ £0-5475 per -= 1,467 
2,800 »  netton-miles @ £16564 = 4,638 
Total annual saving due to the fall in traffic ‘ ‘ - 6,105 


This, deducted from the estimate of £131-2 millions for 1928, 
gives £125-1 millions, which is equal to the actual figure shown 
in Table IT. 

Similarly, the effect on operating costs of the growth of 
traffics between 1932 and 1937 may be estimated :— 


£000. 

5,620 millions passenger-miles @ £0-5475 per . -= 3,077 
3,450 net ton-miles @ £1-6564 -= 5,715 
Total additional annual costs due to increase in traffic . - 8,792 


Added to the total estimate for 1932, this gives for 1937 £133-9 
millions, which over-states the cost by £0-6 million or 0-45 per 
cent. of the actual adjusted cost. The estimates for both 1932 
and 1937, as well as other years, may be obtained direct from 
equation (a). 

By means of equation (a) it is possible to make a reasonably 
accurate estimate of total operating costs in 1938. From +he 
published details of traffic receipts of the four main-line companies, 
it seems at the time of writing that passenger traffic in 1938 will 
fall below the peak reached in 1937 by about 1 per cent. to 
22,280 million passenger-miles, and freight traffic by about 7 per 
cent. to 17,090 million net ton-miles. Other things being equal, 
therefore, total operating costs in 1938 will approximate to 
£131-7 millions :— 


E = 0-5475(22,280,000) + 1-6564(17,090,000) -+ 91,170,000 
= 131.7 (£ million) 
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After adjustment for the general trend of efficiency, this becomes 
£130-2 millions. It is difficult to estimate the effect of changes 
in material prices. The special index number of current prices 
(embodying estimates only for the last three months of the year) 
shows a decline of 6 per cent. below the level of 1937; but in view 
of the strong upward and downward movements in 1937 and 1938, 
contract purchasing has introduced a serious lag in both years. 
An examination of the available data suggests that contract prices 
will record an increase of 3 per cent. above those of 1937. The 
resulting increment of operating costs will approximate £1-3 
millions, bringing the total to £131-5 millions. In August 1937 
the outstanding percentage deductions from wages and salaries 
rates were restored and extraordinary duty allowances raised. 
This will account for an estimated increase in labour costs of £1-9 
millions, and the final estimate for 1938 is therefore £133-4 
millions. 

This exceeds the total operating costs incurred in 1937 by 
£900,000. According to the aggregate figures published in the 
weekly returns up to the time of writing, it seems that the decline 
in traffic receipts will approximate £7 millions. Compared with 
1937, therefore, the estimated fall in net revenue in respect of 
railway activities amounts to £7-9 millions. It is considered that 
this figure involves an error of £1-0 million, so that the estimated 
fall in net revenue may be restated as £7,900,000 + £1,000,000. 


The large difference between the constants of £91,170,000 and 
£54,250,000 in the two equations results mainly from changes in 
the average train-load which are accounted for in equation (a), 
but not in equation (b). Total supplementary or overhead costs 
are usually supposed to approximate to 60 per cent. of total 
operating costs, or, in 1937, about £75 millions. Presumably, this 
figure has a short-period basis, general charges, for instance, being 
fully accounted for as an overhead expense, whereas, according 
to the annual data used in this investigation, they tend to vary 
with the volume of traffic. On the whole, therefore, it is probable 
that the total of overhead costs falls short of £91,170,000, but 
exceeds £54,250,000, so that as traffic increases, the increasing 
average train-load will probably have a greater influence on total 
operating costs than increasing delays. ; 

- Other things being equal, however, traffic delays will probably 
grow at a greater rate as train mileage increases, and their 


} 
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influence on marginal costs will grow stronger. It is unlikely 
that they will ever be permitted to offset completely the salutary 
effect on the marginal cost of increasing train-loads. For both 
commercial and operating reasons the railways will undoubtedly 
contrive to minimise delays by widening congested sections of 
the line, providing additional freight-train loops, and improving 
signalling methods. 

During the period under review, the highest annual average 
train-load approximated 80 passengers for coaching trains and 
130 tons net for freight trains. Subject to the incomparabilities 
which we have previously noted, and which probably do not 
mean very much, it is possible to calculate the marginal train- 
loads direct from equations (a) and (b) by dividing the coefficient 
of M, by that of P and the coefficient of M;, by that of F, and 
multiplying each by 1,000. The results of these calculations are 
183 passengers and 222 tons net, both of which are high compared 
with the averages. As the marginal train-load in both cases is 
appreciably smaller than the maximum train-load, the tendency 
of the average load to increase with the growth of traffic will 
probably persist for large increments over the highest level yet 
reached. 

On the whole it is reasonable to expect that for many years 
to come increasing traffic will be dealt with at a decreasing average 
cost. Up to the present it seems that even that part of the cost 
which varies with the volume of traffic has tended to increase less 
than in proportion to traffic; and there may still be opportunities 
for reducing the additional cost arising from a given increment of 
traffic. 


IV 


In the Economic JouRNAL, 1937, I showed that the relation 
between marginal cost and optimum price—that is, the price 
which attracts the maximum net revenue—can be expressed as 
follows :— 


where y,, represents the optimum price, a thé marginal cost, and 
n the elasticity of demand.1 In the same paper I also showed 
that the elasticity of demand for railway passenger transport 
services in Great Britain is 1-17.? 

1 Railway Passenger Receipts and Fares Policy, p. 464. A complete proof of 


this formula is given in my Cost, Demand and Net Revenue Analysis, pp. 64-65. 
2 P. 459. 


682 THE ECONOMIC JOURNAL [DEc. 


According to equation (a) the marginal cost per passenger 
mile is 0-1314d. On the assumption of constant elasticity of 
demand and constant marginal costs, the fare that maximises 
net revenue from passenger services is therefore ois = 
0-904d. per passenger-mile. As this lies at a considerable distance 
outside the observed range,! the two assumptions may not be 
reasonable. For so high a fare, both the elasticity of demand 
and the marginal cost are slightly greater than the values assigned 
to them, but as these would react in opposite directions upon the 
optimum fare, the figure of 0-904d. is probably correct to at least 
two significant figures. 

As the actual average fare per passenger-mile in 1937 was 
only 0-625d., the passenger-fares policy of the railways appears to 
have been very liberal. In recent years the average passenger 
fare has recorded a continuous downward trend. According to 
the results of this investigation, although this has given rise to 
increments of gross revenue, these increments have been more than 
offset by the additional operating expenses incurred in meeting 
the resulting increases in demand. 

So far as I am aware, the elasticity of demand for freight 
services has never been determined, and it is therefore not possible 
to calculate the optimum rate per net ton-mile. All we can do 
is calculate the elasticity of demand that would make the average 
rate in 1937 the optimum and consider whether it is reasonable. 


Since y, = pone the elasticity of demand, n, corresponding to 


Ym 
Ym —@ 

In 1937 the average rate was 1-308d. per net ton-mile excluding 
free-hauled traffic. As the basic net ton-mile statistics used in 
the analysis of costs include free-hauled traffic, the marginal cost 
of £1-6564 per thousand net ton-miles requires a small adjustment. 
According to the available evidence, the correct figure is £1-7574, 
or 0-4211d. per net ton-mile. 

If the average rate of 1-308d. in 1937 is the optimum—as we 
are for the moment supposing—then the elasticity of demand 


for railway freight services is 1-308 — 0-4211 = 1-47. This 


optimum price, is equal to 


figure seems to be on the high side. 
As transport charges usually constitute only a small fraction 
of the total costs of production and marketing, the demand for 


1 Railway Passenger Receipts and Fares Policy, p. 456. 
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freight transport services as a whole is very inelastic, and positive 
elasticity for railway services in particular can arise only from 
the competition of other means of transport. The development 
of road competition, both contracting and ancillary, has raised 
the elasticity of demand for railway services to a level considerably 
higher than that existing under the old monopoly conditions; 
but it seems scarcely reasonable to suppose that it is so much 
higher than the elasticity of demand for railway passenger 
services. The demand for freight services as a whole is more 
inelastic than the demand for passenger services as a whole, and 
competition between the railways and other means of transport 
is no more severe in the province of freight services than in that 
of passenger services. 

It is therefore reasonable to suppose that since a lower 
elasticity of demand would indicate a higher optimum price, the 
freight-rates policy of the railways, like their passenger-fares 
policy, has in recent years been on the liberal side. 

The average rate and fare, however, apply to wide ranges. 
Although the elasticity of demand of 1-17 for passenger services 
may be the average of a narrow range of elasticities, the optimum 
fare of 0-904d. is necessarily the average of a wide range of optimum 
fares. According to my calculations, fares on the whole fall short 
of the optimum by nearly 50 per cent., but it does not follow that 
each individual scale of fares, such as the standard, the monthly 
return and the day excursion, bears exactly the same relation to 
its individual optimum as the others. 

Unlike the elasticity of demand for passenger services, that 
for freight services is probably the average of a wide range of 
elasticities, some of which, such as those in respect of coal and 
heavy minerals, may even be below unity. The figures given 
above therefore represent only a general guide to rates and fares 
policy. 

The Standard Revenue provisions of the Railways Act of 
19211 set a more or less effective upper limit to railway net 
revenue earnings. For the four main-line companies the total 
standard revenue for the whole of the undertakings including 
ancillary businesses, as agreed by the Railway Rates Tribunal, is 
now £51} millions. In 1937 the actual net revenue earnings of 
the four companies amounted to £38 millions only. 

If 1937 should prove to be a peak year from the point of view 
of the volume of traffic, a further rise in the average level of rates 
and fares would be necessary before the standard revenue could 

1 Sections 58 and 59. 
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be achieved under normal economic conditions. It is possible 
therefore that the general increase of 5 per cent. that took place 
in October 1937 will prove to be the forerunner of some further 
upward movements. But in complying with the limits set by 
the standard revenue, the railways, it is to be hoped, will continue 
to charge rates and fares that lie below rather than above the 


optimum. 
E. J. BrostEr 
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THE NATIONAL LABOR RELATIONS BOARD IN U5S.A. 


THE National Labor Relations Act, passed by the United 
States Congress and signed by the President July 5, 1935, is a 
distinctly American product, designed to cope with problems 
and to correct abuses peculiarly indigenous to the American scene. 
The purpose of the statute, and the function of the National 
Labor Relations Board which operates under it, is to protect 
workers in their right to join self-chosen unions without employer 
coercion or intimidation. It is as simple as that. The Board 
has nothing to do with mediation or arbitration. It plays no 
part in the adjustment of grievances arising out of conditions of 
employment. It has only one duty—to safeguard workers in 
their free choice of a collective bargaining agency. 

Prior to the depression collective bargaining, with a few notable 
exceptions such as the miners’ union, needle trades, etc., was 
confined to the highly skilled crafts. America’s unskilled masses 
failed to organise while industry was still operating in compara- 
tively small and competitive units. Various attempts were made 
from time to time, but they were never signally successful. 
Whether this was due to the fact that pressure exerted by American 
anti-union employers was greater than that exerted in other 
industrial centers of the world, or whether there were more oppor- 
tunities on this side of the Atlantic for the individual worker to 
get ahead apart from the group, thus minimising his incentive to 
undergo severe hardship for the sake of organisation, is a question 
upon which there is considerable difference of opinion. There is 
no doubt, however, as to the outcome. One effort after another 
completely collapsed. 

With the advent of the trustification period at the turn of the 
century, unionism even in the skilled crafts received a severe 
jolt. A few employers controlled so large a share of the labor 
market that they had no fear of competition, and consequently 
embarked upon an open-shop campaign which inside of a decade 
succeeded in virtually wiping out union organisation in such 
important industries as steel, packing, electrical equipment, etc. 
They also succeeded in preventing unionism from gaining a foot- 
hold in the new mass-production industries like automobiles and 
radio. Capital in the meantime moved more and more in the 
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direction of combines, giving rise to an ever-increasing disparity 
between the bargaining power of the corporate employer and the 
individual worker. This disparity was one of the factors the 
Federal Government had to reckon with when it launched its 
campaign to pull the country out of the depression. 

The young economists, more popularly known as the brain 
trust, who came to Washington in 1933, popularised the idea that 
in an industrial society such as ours prosperity depends upon mass- 
purchasing power. They popularised, too, the corollary that the 
surest road to increased purchasing power is widespread employ- 
ment and decent wages. According to this formula one of the 
immediately urgent moves in the process of recovery was to in- 
crease rates of pay and to shorten hours of work. The first step 
was to place a floor under wages and a ceiling over hours. The 
codes of fair competition were counted on to provide these. 
But much more was needed. As it happened, the floor and ceiling 
emerged from the code conclaves in much worse shape than was 
expected. At best, however, voluntary codes could hardly be 
counted on to be adequate. Pressure for higher standards 
was obviously labor’s task. It was a task, however, which 
workers could not undertake as individuals. They had to have 
organisation. And the building of labor organisations, the 
administration realised, would unleash familiar employer resis- 
tance. Hence, the Congress incorporated in the National In- 
dustrial Recovery Act, section 7a, which specified that workers 
have a right to organise into unions of their own choosing without 
coercion or intimidation from employers. This provision promptly 
emerged as the stormy petrel of the early New Deal period. 
It was defied, circumvented, and stoutly condemned by very 
much the same groups and interests which are now fighting the 
Labor Relations Act. These groups contended in all seriousness 
that the Government had no right to intervene in labor relations, 
and that in doing so it was depriving citizens of their inalienable 
right to life, liberty and the pursuit of happiness. 

As a matter of fact, there is nothing new about Government 
intervention in labor relations. What is new is the nature of the 
intervention. There have been few major conflicts between 
capital and labor in which the Government did not sooner or 
later, directly or indirectly, take a hand. It might have been 
only the local burgess or mayor, the county sheriff or his deputy, 
or it might have been the full force of the State or Federal 
Government, but one or another of these branches of government 
injected its influence time and again. Always, however, such 
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participation awaited the actual emergence of an acute situation. 
There was no governmental machinery to prevent disputes from 
becoming acute. 

The ferment in labor stirred up by the passage of the Recovery 
Act, and by the 1933 upswing in production gave rise to a series 
of crucial problems which the Federal Government felt called 
upon to cope with, but for which it had no appropriate machinery. 
The first step in the direction of setting up some kind of 
machinery was the appointment by the President, in August, 1933, 
of a National Labor Board, headed by Senator Robert F. Wagner. 
The Board’s attempt to intervene wherever disputes arose met 
with uniform defiance by industry, the contention being that 
the Board had no jurisdiction, nor even legal existence. Labor, 
on the other hand, kept hammering away at the Government 
for aid in making collective bargaining effective and registered 
specific instances of employer interference. It was the Govern- 
ment, therefore, rather than any special group, that recognised 
the need of a labor relations law, and it was in response to this 
recognition that the Wagner—Connery Bill, forerunner to the 
present law, was introduced in the spring of 1934. 

Vigorous opposition to the bill was promptly mobilised, and 
it persisted until proponents of the measure were worn out and 
ready for compromise. Washington weather became unbearably 
hot, Congress was eager to adjourn so that it could attend to the 
forthcoming election, while labor was too disheartened by the 
failure of section 7a to place much confidence in any effort to 
regulate labor relations by law. And so during the closing hours 
of the session a hastily-drawn-up substitute resolution was 
introduced and promptly adopted. This resolution created a 
National Labor Relations Board with power to investigate labor 
disputes and to render decisions on the basis of its findings. It 
did not, however, provide the Board with power to enforce its 
decisions. Like its predecessor, this Board had to rely for its 
authority upon the threat that the N.R.A. Compliance Division 
would remove the Blue Eagle from offending employers. No one 
particularly minded that. The Blue Eagle never attained much 
in symbolic value. Public sentiment never reached a stage 
where it declined to purchase goods without the N.R.A. label, or 
where it gave preference to goods which carried it, and as long 
as the Blue Eagle had no economic value, its removal was of little 
concern. Before long the Compliance Division began to refrain 
from removing it. The Board was thus placed in the anomalous 
position of talking smartly but mostly to itself. It conducted 
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investigations, rendered brilliantly written decisions, but was 
utterly helpless to give the decisions effect. Its whole personnel 
heaved a sigh of relief when the invalidation by the Supreme 
Court of the Industrial Recovery Act automatically ended the 
Board’s innocuous existence. 

For a brief spell it appeared as though the millennium for 
rugged individualism had come. Every measure purporting, 
however mildly, to regulate private enterprise had been relegated 
to the scrap-heap. Confidence—that illusive something that 
American industry is ever in search of—was at its height. All 
was quiet and serene when, unobtrusively, with scarcely a ripple 
of opposition, the National Labor Relations Act made its entry. 
Washington weather was again hot, Congress was again eager to 
adjourn, and industry did not deem it worth while to fight a 
measure that was certain to be declared unconstitutional. 

In September 1935, shortly after the Board which was to 
administer the act was appointed, a committee of fifty-eight 
lawyers, all of them prominent and with well-to-do connections, 
released a brief to the effect that the statute was unconstitutional, 
that it violated provisions of the constitution relating to due 
process, trial by jury, freedon of speech and press, and that in 
any event it would not apply to manufacturing enterprises. 
Employers and employers’ associations greeted the document 
with enthusiasm. Its conclusions encouraged them to continue 
with renewed vigor to support company unions, maintain in- 
dustrial spies, and carry on other anti-union activities as if the 
law did not exist. Where the Board intervened, proceedings 
were promptly stopped by the application for court injunctions. 
The United States Marshal began to pay almost daily visits to the 
Board to serve papers upon its members, charging them with 
being trespassers and intermeddlers and seeking to enjoin them 
from doing that which the law required them to do. Employers 
who were inclined to comply with the law were afraid to do so 
lest their compliance be interpreted as an act of disloyalty to 
their class. Non-compliance was so widespread that witnesses 
from both labor and industry to this day far more often than not 
refer to the law as having gone into effect April 12, 1937, the day 
the Supreme Court gave it validity by a majority of one vote. 

The court’s action in upholding the National Labor Relations 
Act in the Jones & Laughlin Steel Corporation, the Associated 
Press, and three other cases, struck a blow to conservative opinion 
from which it seems to be unable to recover. It was more than the 
validation of a law which those who wield power regard as ex- 
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tremely obnoxious. That alone would not have struck so deeply. 
There are more ways than one to get around laws of this character, 
and America’s business community is particularly adept at such 
circumvention. Moreover, the full impact of the law’s force, 
once it was freed from the haunting specter of unconstitutionality, 
was not realised until weeks and months later, when, in response 
to the flood of cases which followed the court’s verdict, the 
Board began to render enforceable decisions. Having paid no 
attention whatsoever to the law up to this time, employers had 
no idea how effective it might be. The immediately crushing 
effect was due to far more fundamental reasons. 

By 1937 public opinion was sharply divided into two opposing 
camps. On the one hand was labor with its phenomenal achieve- 
ments in organising hitherto untouched mass-production industries 
and winning recognition from such powerful and traditionally 
anti-union employers as the United States Steel and General 
Motors Corporations. It employed successfully the sit-down 
strike technique without serious opposition from local authorities 
and with the tacit approval of higher governmental circles. On 
the other hand, there was the presidential election compaign of 
1936, in which business and industry, with the aid of some 80 
per cent. of the Press, fought frantically to defeat Franklin D. 
Roosevelt, and which ended in a defeat for the conservatives 
unprecedented in American history. Heartened by this victory 
at the polls, the President launched his court reform program and 
labor proceeded with renewed vigor to build unions and to win 
recognition from employers. What did big or little business have 
to offset all these? What hope, what solace, what anchorage was 
there left for the conservatives? Only one—the Supreme Court. 
The court alone, in their judgment, could be depended on to 
save the country from what appeared to the Tories like a major 
revolution. And they clung to this hope desperately. Then 
the court, too, with no change in personnel, and at the very time 
when the President’s plan was heading for defeat, turned about 
face, and to all intents and purposes joined forces with the New 
Deal. It came like a bolt from the clear blue, and shattered the 
very ground from under the Opposition’s feet. 

Other Board cases came before the court—sixteen so far—and 
all were decided in the Board’s favor. A large section of the 
business community apparently realised that there was not much 
use in further defying the labor statute and the agency designated 
to administer it. Two weeks after the law was declared con- 
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to disestablish its company union. A number of other large 
corporations followed suit. About the same time the Jones & 
Laughlin Steel Corporation agreed to a Board-supervised election 
to determine whether the Steel Workers Organising Committee 
should be the exclusive bargaining agency for the corporation’s 
25,000 workers. Employers big and little settled informally 
controversies filed by their employees with the Board. Out of 
a total of over 12,000 cases filed with the Board during the fifteen 
months following April 12, 1937, 55 per cent. were settled by 
mutual agreement ; 40 per cent. more were dismissed or withdrawn, 
and only 5 per cent. reached formal hearings and court action. 
It is this very small minority that is causing all the shouting. 
These include large-scale employers who are financially powerful 
and who are determined, regardless of the expenditure involved, to 
fight unionism, as well as to fight for the principle that the Govern- 
ment has no right to intervene in the relationship between them- 
selves and their employees. It is a first-class fight, led by Henry 
Ford in the automobile industry, by Weirton, Republic, Bethlehem, 
Inland, and Youngstown Sheet & Tube in steel. Many lesser 
satellites of the business worid are eager to help in the fight, and, 
indeed, are helping through their organised strength within the 
Chamber of Commerce, the National Association of Manufacturers 
and local organisations of one stripe or another. 

The Inland Steel case is nearest to reaching the Supreme 
Court, and the decision in this instance is likely to be far-reaching. 
The question here is whether or not refusal by an employer to 
embody certain understandings between himself and his em- 
ployees into a written agreement constitutes an unfair labor 
practice under the law. The Act is clear on, and the courts 
have upheld, the employer’s negative responsibility. He is 
specifically forbidden to do any number of things. Does he also 
have the positive responsibility to bargain with bond fide unions 
once they are formed? Reason would dictate an affirmative 
answer. The logical function of a union is to represent its members 
in collective bargaining with their employer, and the fundamental 
purpose of collective bargaining is to establish an understanding 
between the two sides which under normal procedure should be 
embodied in a definite, and preferably a written, agreement 
upon specific conditions. The courts have not touched this 
phase, and the Act is not entirely clear on it. Employers contend 
that no such obligation was intended, while the Board says it is 
implied in the Act, and has based its decision in the Inland 
Steel case upon this implication. So basic a disagreement will 
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unquestionably have to be decided by the highest tribunal, and 
employers hope the decision will be in their favor. 

But their hope lacks the confidence of former days. And so 
an open fight is on in the meantime, and in this fight anything 
goes as instruments of combat. Espionage, employment of thugs, 
open defiance of Board representatives, support of so-called 
independent unions, back-to-work movements, vigilante and 
pseudo-patriotic organisations and, above all, loud, voluminous, 
fact-distorting propaganda. The propaganda machine works 
unceasingly. Hearings are stalled and employer attorneys 
conduct themselves very obviously with an eye upon the Press 
rather than upon the facts involved. The longer the hearings 
can be drawn out, the greater the strain upon the Board’s meager 
resources. The Board’s total appropriation for the year ending 
July 1, 1938, was $2,485,000, and for the ensuing year it is 
$2,830,000. If only a handful of employers succeed in dragging 
out their cases, the expense involved in compiling the record, in 
paying trial examiners and attorneys, and in taking care of all 
other incidental items, would eat into the funds so heavily that 
very little would be left for the maintenance of a staff to carry 
on the less spectacular but very vital and more fruitful work of 
adjusting claims without publicity, fanfare, or work stoppage. 
Thus the Weirton Steel Company hearings have been going on 
for more than a year. ‘Two months would have sufficed had not 
respondent’s counsel raised endless objections to the procedure, 
to the nature of the evidence, to anything and everything, 
spending precious days in arguing over these objections. The 
Ford and Republic hearings have each consumed several months 
and are scheduled to reopen for further testimony. There is 
some likelihood that Bethlehem Steel and Youngstown Sheet 
and Tube may withdraw from the fight, but the other die-hards 
will carry on, and as a final hope will try to drag out the cases for 
as long as possible in the hope that another Congress, or 
even another administration, if the final decision can be post- 
poned beyond 1940, might amend the law or change the Board’s 
personnel. 

The propaganda centers chiefly round the contention that the 
Board is biased, that its procedure is unfair—a kangaroo court 
is one of the epithets—that employers never get a square deal, 
and that the law therefore ought to be repealed or amended. 
Let us examine these contentions. 

When a complaint is presented to anyone of the twenty-two 


regional offices of the Labor Board, that office institutes a pre- 
3Aa2 


692 THE ECONOMIC JOURNAL [DEC. 


liminary investigation to ascertain whether the complaint s 
valid. First of all the complainant is carefully questioned by 
the regional director. If the complaint passes this test, it is 
assigned to a field investigator, who interviews representatives of 
both the complainant and the respondent. If the investigation 
thus far does not establish a valid case, the complainant is urged 
to withdraw the charge or the regional office dismisses it. This 
method accounts for the 40 per cent. of eliminated cases. If 
the investigation shows good cause for the complaint, then the 
Regional Director or his agent endeavors to effect a settlement 
by persuading the employer to comply with provisions of the Act. 
In this manner 55 per cent. of the cases have been settled. Only 
when the employer refuses to settle by agreement is the Board’s 
formal procedure launched. The employer is then given due 
notice of the date set for hearing, at which he may be represented 
by counsel, and all witnesses are subject to cross-examination. 
After the hearings have been completed, and all the evidence 
complied, the Board’s trial examiner, who presides at the hearings, 
prepares a preliminary report. This report, plus the documentary 
evidence, goes to the Board, which then renders its decision. 

If the decision finds the respondent guilty of violating the law, 
such violation carries no penalty of fine or imprisonment save 
where discriminatory discharges are involved, in which cases the 
Board may impose upon the employer the monetary penalty of 
paying the particular employee or employees back wages. Even 
this penalty cannot be enforced save through the courts. In the 
case of all other violations the employer is simply asked to “ cease 
and desist,” which in layman’s language means don’t do it again. 
If the respondent refuses to obey this request, the Board cannot 
force him to. All it can do is file a petition with the appropriate 
Circuit Court of Appeals to enforce the order. The employer, too, 
may appeal to the courts, in which case the Board has to print 
the record at its own expense, has to brief the case, argue it, and 
patiently wait for the decision. If the employer refuses to abide 
by the lower court’s decision, he may appeal to the United States 
Supreme Court and continue to flaunt the law until that court 
passes on the case or refuses to hear it, in which event the lower- 
court decision stands. These dilatory tactics frequently accom- 
plish for the employer the desired end—to break up the union in 
his establishment—even though the final court decision may be 
against him. 

‘It is true that practically all of the decisions handed down 
by the Board have been in favor of employees and against em- 
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ployers. This fact, however, is by no means conclusive proof 
that the Board is biased. It is due rather to the nature of the 
cases handled. Having gone through an elaborate weeding-out 
process, it follows logically that the Board would not undertake 
to hold hearings on a case unless it is pretty well convinced before- 
hand of its merit. Under the circumstances the formal record 
is merely a corroboration of the preliminary investigation, and 
unless totally overlooked facts crop up, the final decision is bound 
to be in favor of the claimant. Nevertheless, the record is built 
with great care, for there is always the possibility that it will 
have to be reviewed by the courts. Of the ninety-seven cases so 
far reviewed by the courts, every one was decided in favor of the 
Board. Considering the general conservative tenor of the courts 
this is a phenomenal achievement, and very much weakens the 
charge of unfairness. 

If by a square deal is meant that an employer has the right to 
impose upon employees a collective bargaining agency which 
he happens to prefer, then the answer is emphatically no! 
The employer has no right whatever under the law to exert his 
influence for or against any specific organisation for his employees, 
even though he may have the best of motives and sincerely 
believe that the organisation of his preference is best suited to 
their welfare. A democratic society must grant to the workers 
alone the privilege of making the decision, even though they may 
very often be wrong. It is the only way industrial democracy 
can develop, and the only way workers can learn to operate 
within its framework. 

The plain truth is that the Board has been effective and efficient 
in carrying out the Act’s provisions. A few statistics will help 
prove this claim. Figures compiled by the Board after thirty- 
three months of active operation show that it has handled 14,832 
cases involving several million workers. Out of this total number 
of cases 15 per cent. reached the Board during the eighteen 
months preceding the law’s validation by the Supreme Court, 85 
per cent. during the fifteen months following. As soon as the 
Board was able to operate, labor flocked to it for aid. This is 
ample indication that the law is serving a real national neod. 
Significant, too, is the fact that out of the 11,190 cases closed so 
far, all but 2 per cent. were disposed of by the twenty-two 
regional offices. The Board’s Washington office issued only 
250 cease and desist orders. 

Approximately 10,000 workers were restored to their jobs 
after discriminatory discharge. Since most of these were active 
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unionists, many of them officers of union locals, the effect of their 
reinstatement was beneficial to large numbers of workers, who 
were thereby heartened to carry on their union activity. Here- 
tofore dismissal or the threat of dismissal was a most effective 
anti-union club. The Board is depriving that club of its force. 
Between April 1937 and July 1938 the Board conducted 890 
elections, of which 74-8 per cent. were won by established trade 
unions. This result answers eloquently employer charges that 
workers do not want unions, but are coerced into them by pro- 
fessional labor leaders. 

What do these facts signify? Simply this. The National 
Labor Relations Board is doing a good job. By protecting labor’s 
right to organisation it is helping and encouraging labor to build 
strong and well-functioning unions. Any attempt to amend or to 
repeal the law now, or in the near future, will meet with opposition 
from labor which no Congressman will dare risk. And it is well 
to remember that American labor is becoming increasingly 
politically conscious. The only escape for the die-hard opposi- 
tionists is to accept the law, comply with its provisions, which 
are, after all, very mild and very limited, and, if an anchor to 
cling to must be had, let it be the hope that as a reward for good 
behaviour the Board may go out of business for sheer want of 


something to do. 
Pitisburgh, Pa. 


Rosse M. Stern 
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INSURANCE OF BANK DEPOSITS IN THE UNITED 
STATES OF AMERICA 


BACKGROUND 


In order to evaluate the deposit insurance system, some 
brief discussion of the structure of the banking system of the 
United States may be desirable. The banking system is typified 
by independent corporate banking enterprises, each doing business 
in but a single place. Branch banking is the exception rather 
than the rule. There are in the country about 15,000 banking 
corporations which hold demand deposits subject to check. 
Nearly 14,000 of these do business in only one place, while about 
900 have a tutal of 4,400 places of business.2, The banking 
corporations of the country vary enormously in size, ranging 
from over 900 banks with less than $100,000 of deposits each,* to 
five banks with more than $1,000,000,000 of deposits each. The 
total deposits of commercial banks amount to nearly 
$50,000,000,000. 

Most of these banks hold not only deposits subject to check, 
but also time and savings deposits. Excluding interbank de- 
posits, the demand deposits in these banks amount to 
$26,400,000,000 and the time and savings deposits to 
$14,700,000,000.5 Thus, we see that the same institutions have 
as liabilities not only the major portion of the cash balances of 
the individuals, businesses and governments of the country— 
i.e., the major portion of the circulating medium of the country— 
but also a large volume of capital funds more or less permanently 
invested through them. 

The banking system of the United States of America has the 
further peculiarity that all the commercial banks do not bear 
the same relation to the Government. Such banks may be 


1 These banks which hold demand deposits subject to check are commonly 
called commercial banks. 

2 Annual Report, Federal Deposit Insurance Corporation, 1937, p. 73. 

3 Ibid., p. 84. 

* “Hundred Largest Banks,” in The American Banker, Jan. 25, 1938. 

5 Report No. 8, Federal Deposit Insurance Corporation, Assets and Liabilities 
of Operating Insured Banks, Dec. 31, 1937. These figures exclude those for 
non- insured commercial banks. However, such banks are as a whole relatively 
unimportant, and their exclusion causes no misinterpretation. 
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roughly divided into four classes: 5,260 banks with 
$30,000,000,000 of assets,! chartered by the Federal Government 
under the National Bank Act, and thereby automatically affili- 
ated with the Federal Reserve System and the Federal Deposit 
Insurance Corporation; 1,081 banks with $16,700,000,000 of 
assets ! chartered by the respective states but affiliated with 
the Federal Reserve System, and thereby automatically affiliated 
with the Federal Deposit Insurance Corporation; 7,454 banks 
with $7,400,000,000 of assets! chartered by the respective states, 
not affiliated with the Federal Reserve System, but affiliated 
with the Federal Deposit Insurance Corporation; 1,085 banks 
with $1,800,000,000 of assets,? chartered by the respective states 
but affiliated with neither the Federal Reserve System nor the 
Federal Deposit Insurance Corporation. 


ORIGIN 


The antecedents of the current deposit insurance system may 
be traced back a century to the days when the chief liabilities 
of banks were circulating notes, and various devices were pro- 
posed or tried to standardise the quality of those notes. But 
modern deposit insurance began in the twentieth century with 
State systems. Between 1900 and the inauguration of Federal 
deposit insurance eight States set up deposit insurance systems, 
none of which proved very satisfactory. All of these systems 
either failed or were discontinued. The failure of these State 
systems may be explained by several factors. The banks char- 
tered by the Federal Government did not participate in the 
schemes. The banks affiliated with any given insurance scheme 
did not constitute a diversified risk. No very serious attempts 
were made to supply the Funds with adequate amounts of cash. 
Finally, soon after establishment of most of the Funds, the country 
was swept by bank failures incident to the agricultural depression 
of the 1920’s. The complicated question of the cause of these 
bank failures cannot be discussed here. 

The demand for these State insurance schemes and for the 
Federal system resulted from public concern over the consequences 
of bank failures. But while the basis for deposit insurance lay 
in the bank-failure record and the possibility of future failures, 
there is probably some divergence between the reasoning which 
lay behind popular demand for deposit insurance and the major 
merits of the system. 


1 See note five on previous page. 
2 Annual Report, F.D.I.C., 1937, p. 106. 
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The popular demand for deposit insurance rested upon the 
general desire to reduce personal insecurity. Many individuals 
and business enterprises had lost all or part of the dollar amount 
of their capital through bank failures. The general public re- 
sponded favourably to a scheme which was designed to eliminate 
or reduce this particular risk. The public attitude which sup- 
ported insurance of bank deposits was essentially the same 
attitude as that which supported legislation for insurance of 
shares in savings and loan associations, unemployment insurance, 
old age insurance and other Government measures of the period 
designed to attack the problem of personal economic insecurity 
directly rather than through improvement in the general operation 
of the economic system. The movement appears to have been a 
part of a demand for economic security for the middle classes, 
since the lower income groups never had substantial bank balances. 


FunNctTION 


A broader economic point of view might question the feasibility 
of providing absolute safety for any substantial fraction of the 
capital of the economy. A great portion of the capital of the 
country is invested through the medium of insurance companies, 
savings and loan associations, mutual savings banks, trust funds 
and commercial banks. A large amount of legislation, both 
State and Federal, is based on the assumption that this great 
total of capital, amounting to possibly $150,000,000,000 can all 
be invested in a manner such that it will be subject to but a 
small degree of risk. Deposit insurance attempts to abolish 
risk entirely in one large segment of the financial system. 

If there were reasonable chance that the deposit insurance 
scheme could be self-sustaining and operate on sound actuarial 
principles without placing socially undesirable limitations upon 
the assets and activities of the banks, there could be no objection 
to the scheme even though it served no purpose other than to 
provide additional certainty to some classes of the population. 
However, for various reasons, some of which will be discussed 
later, there is considerable question whether deposit insurance 
can succeed on a true actuarial basis. There is reason to believe 
that it cannot succeed except with the implicit support of the 
Government credit. Consequently, if deposit insurance is to be 
justified, it must be on some grounds other than the mere 
provision of additional security to certain members of the 
population. 
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RELATION TO THE BusINEss CYCLE 


The soundest grounds for deposit insurance are the facts that 
a great portion of the liabilities of the commercial banks are 
payable upon demand, and that these demand liabilities of the 
commercial banks constitute the chief element in the circulating 
medium of the country. 

The whole réle which the commercial banks, with their de- 
mand liabilities, which serve as circulating medium, play in the 
business cycle is a very difficult and elaborate subject. A satis- 
factory treatment of the question of the effect which deposit 
insurance may have upon the business cycle would necessitate 
considerable investigation of general cycle problems. Since we 
cannot here enter into extended discussion of business cycles, our 
remarks upon the effect of deposit insurance thereon cannot be 
completely satisfactory. 

In the course of business decline in the United States, many 
banks have commonly experienced considerable reduction of de- 
posits. In part the general decline in the deposits of the banks 
as a whole at such times has been the result of the net repayment of 
borrowings, as a result of the reduced need for funds by business, 
following slackened activity. Banks of particular types have 
experienced adverse clearing settlements because of the particu- 
larly adverse position of their customers in the economy. Along 
with, and partly as a result of, such reductions in deposits, with- 
drawals of deposits in the form of cash or as transfers to other 
banks in which the depositors had more confidence have become 
progressively prevalent during the course of crisis or panic. These 
withdrawals have impelled banks to sell assets and collect loans. 
Even the banks which have not yet experienced such withdrawals 
may attempt to put themselves in a more liquid condition in 
order to be prepared for withdrawals, should they occur. In 
any case, they will certainly hesitate to make extensions of 
credit adequate to offset the contractions of the banks experiencing 
withdrawals. 

The net effect of the liquidating activities of the banks is to 
intensify the business depression. Borrowers are required to 
dump assets on the market and are prevented from making pur- 
chases. The result is not only to depress market prices of goods 
commonly held by borrowers, but also, by denying them working 
capital, to reduce the volume of business activities which they can 
carry on. Securities are dumped on the market, depressing their 
prices and disrupting the capital markets. 
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On the other hand, a net reduction in the assets of banks 
results in a reduction of their demand liabilities, and thereby of 
the volume of circulating medium of the country. Such a re- 
duction is generally looked upon as a deflationary influence, 
though it may be that in this case it is only the complement of 
the deflationary effects we have just described. In any case, 
it appears that the withdrawal of deposits because of a lack 
of confidence either in all banks or particular banks is a major 
factor in deflation, and that steps to prevent or limit such with- 
drawals or limit their deflationary effects may well be taken. 

One line of attack which may be taken upon this problem is to 
make loans to banks in order that they will not need to sell secur- 
ities or collect loans in order to meet the deposit withdrawals. 
In the course of the last depression this approach was belatedly 
and inadequately taken by provision for loans to the banks by 
the Reconstruction Finance Corporation, a Government-owned 
organisation. The same approach was taken by the section of 
the Banking Act of 1935 ! which provided that a Federal Reserve 
bank might make loans to member banks “ secured to the satis- 
faction of such Federal Reserve Bank.’’ Whether the several 
Federal Reserve Banks, with their sectional rather than national 
point of view, will do their duty in this connection in the event 
of a future crisis, remains to be seen. This general approach is 
subject to the limitation that the bankers may prefer selling 
securities and collecting loans to incurring the necessary liabilities. 

In contrast to, but complementary and not at all antithetical 
to the policy of lending to the banks, is the attempt to prevent 
deposit withdrawals which result from lack of confidence in 
particular or all commercial banks. If depositors can be pre- 
vented from withdrawing or transferring deposits during crises 
as a result of lack of confidence, the banks will lose one powerful 
incentive to the depressing disposition of assets. It is this ap- 
proach to the problem of business depression which constitutes 
one of the chief functions of deposit insurance. In large measure 
the success of deposit insurance depends upon the extent to which 
depositors have complete faith in the solvency of the insuring 
organisation and refrain from withdrawing deposits from a bank 
which they think may possibly fail. 

The other important réle of deposit insurance from the stand- 
point of the best functioning of the economy in general is main- 
tenance of the volume of circulating medium in case of bank 
failure. Insured depositors are supplied with cash or deposits 


1 Federal Reserve Act, Section 10(b). 
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in other banks to the extent of their insured deposits within a 
few days of the failure of an insured bank. Thus the volume 
of circulating medium is maintained. Furthermore, in the case 
of those failed insured banks for which it is receiver, the in- 
suring organisation can refrain from any disposition of assets 
which would have a socially undesirable deflationary influence. 
Even in those cases in which the insurance corporation is not the 
receiver, it can, as an important claimant against the receiver- 
ship, exercise a desirable influence in connection with liquidations. 


COVERAGE 


Under the form of Federal deposit insurance adopted in the 
United States, the usefulness of insurance both in maintaining 
confidence and in maintaining the quantity of circulating medium 
in case of bank failure is limited by the restricted coverage. The 
deposits of any one depositor in any one bank are insured only 
up to $5,000. Consequently only about $20,000,000,000 of de- 
posits out of a total of $47,000,000,0001 of deposits in insured com- 
mercial banks is covered by insurance. In so far as large de- 
positors do not have their deposits insured, they possess as 
much power as ever to force liquidation of the banking system 
and resultant depression. Although about 43 per cent. of the 
deposits of the insured commercial banks of the country are 
insured, there is some question whether the plan is effective 
to even that extent, since the big depositors may in their respec- 
tive banks have a greater propensity to withdraw their deposits 
in time of crisis than have the small depositors. It appears 
that deposit insurance could be made much more useful socially if 
100 per cent. coverage were substituted for the present limited 
coverage. 

The costs of deposit insurance would probably be increased 
very little by the adoption of 100 per cent. coverage. Several 
factors lead to this conclusion. The Corporation has power to 
lend to a weak or insolvent bank in order that the deposits of 
such a bank may be assumed by another bank. As a result, 
100 per cent. insurance is already placed in effect in many cases 
from the cost standpoint, but not from the standpoint of socially 
desirable effects. In other cases most of the deposits in excess 
of $5,000 for any one person have been withdrawn by the time 
a bank fails, so that the insurer has the costs of practically 100 
per cent. insurance, but the social disadvantage of deposit with- 


1 Report No. 8, Federal Deposit Insurance Corporation, Assets and Liabilities 
of Operating Insured Banks, December 31, 1937. 
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drawals from the banks remains. Finally, in the light of past 
experience the Government will probably not in the future 
permit failure of the very large banks—the banks which hold the 
bulk of the uninsured deposits. If this is true, the depositors in 
these banks have what is in effect 100 per cent. insurance at the 
present time. But in the absence of official recognition of the 
fact the Government bears the risk or cost without the maximum 
social benefit. 


ACTUARIAL ASPECT 


An important aspect of deposit insurance are the questions of 
whether loss to depositors through bank failure is a risk which 
can be insured against on a sound actuarial basis, and how the 
cost should be allocated. Some attempts have been made 
through study of loss to depositors in the past to determine what 
annual income would be necessary to keep the insurance fund 
solvent. However, the conclusion seems evident that the risk 
is not strictly an insurable one, and that any attempts to allocate 
cost in accord with benefit are unlikely to meet with success. 

The major factor militating against the insurability of this 
risk is the catastrophe hazard involved. The bulk of the losses 
to depositors in the past has been concentrated in a few periods 
of extreme crisis. There is no presumption of the repetition of 
past experience in this field in the future. The existence of such 
an extreme catastrophe hazard in any field is generally judged 
to preclude the possibility of insurance. 

These statements to the effect that risk of loss to depositors 
is not an insurable risk do not mean that some arrangement such 
as the Federal Deposit Insurance Corporation is not socially 
desirable. They simply mean that in considering the Federal 
Deposit Insurance Corporation it must be recognised that a truly 
insurable risk is not involved. 

Legally and technically the Federal Deposit Insurance Cor- 
poration must depend upon its own income and resources, and if 
those are not adequate to meet the demands upon it, the system 
will fail. It is probable, however, that in a crisis the full faith 
and credit of the Government will stand behind the Corporation, 
thus making the insured deposits as safe and desirable as cash 
or Government securities. Probably the public has confidence 
in the deposit insurance system only in so far as it believes that 
it will be supported by the full faith and credit of the Government ; 
that ‘the Government guarantees the deposits.” Now if it is 


? See Annual Report, Federal Deposit Insurance Corporation, 1934, pp. 73-113. 
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really true that the full faith and credit of the Government will 
stand behind deposit insurance, and that it is only in so far as 
the public believes this to be true that deposit insurance is able 
to be most useful, there seems good reason for officially relieving 
all doubt in the minds of the public as to the true situation. 
To do otherwise is to place upon the Government all the costs 
of guarantee with only a fraction of the possible social benefits. 

The source of funds for the Federal Deposit Insurance Cor- 
poration is curious and somewhat complicated. Congress supplied 
the Corporation with some $289,000,000 ! by taking $139,000,000 
from the surplus accounts of the twelve Federal Reserve banks 
and appropriating an additional $150,000,000 from the general 
funds of the Treasury. These funds were invested in United 
States Government securities, upon which the Treasury pays 
interest to the Corporation. Congress further provided that 
insured banks should pay to the Corporation each year a sum 
equal to one-twelfth of 1 per cent. of their total deposits. This 
gives the Corporation an income from this source of about 
$38,000,000 per year, or, combined with the interest payments of 
about $9,000,000 per year from the Treasury, a total income 
of nearly $50,000,000. Since its inauguration, and through 
December 31, 1937, the Corporation? has had a total of 
$86,000,000 of income from the banks and $34,000,000 from the 
Treasury, or total receipts of $120,000,000. Since estimated 
losses have amounted to $13,000,000 and expenses to $12,000,000, 
the increase in assets has been about $94,000,000, giving the Cor- 
poration total capital at present of $383,000,000. Government 
securities account for $369,000,000 of the assets. 

The levy on total deposits of insured banks at the rate of 
one-twelfth of 1 per cent. per year may be very reasonable and 
desirable, but its virtues rest on somewhat intangible grounds 
rather than upon precise evidence and logic. 

There is no reason to suppose that the current rate of assess- 
ment upon the banks bears any relation to the probable (one 
may question whether the term probable can mean anything in 
this connection) losses of the Corporation. The current rate 
would not have been sufficient to pay the losses to depositors in 
the period 1865-1934.3 On the other hand, it is expected that 
the very existence of deposit insurance and the new powers of 


1 Annual Report, Federal Deposit Insurance Corporation, 1937, p. 8. 
_ 2 Report of the Federal Deposit Insurance Corporation as of December 31, 
1937, to insured banks. 
3 Annual Report, Federal Deposit Insurance Corporation, 1934, pp. 73-113. 
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the Federal Reserve banks to lend to the member banks will 
reduce the bank-failure rate. It is also anticipated that no 
technological change, such as the appearance of the automobile 
and the surfaced road, rendering superfluous a large number of 
banking offices, will again exercise such an adverse influence. 
Some commentators place a great deal of stress upon the possible 
effect of limiting the establishment of new banks and imposing 
higher standards of operation than have been prevalent in the 
past. Thus, the experience of the past cannot be assumed to 
throw much light upon future losses to depositors. 


ASSESSMENT BasE 


The practice of levying an assessment upon total deposits 
rather than upon some other base seems to be characterised by 
neither net virtue nor net vice. Some have argued that it would 
be more “just” to levy the assessment upon insured deposits 
rather than upon total deposits. But, as we have seen, there are 
a number of factors leading to the conclusion that there is very 
nearly 100 per cent. insurance in any case. Furthermore, if it 
is true that the prime purposes and justification of deposit in- 
surance are its protection of the circulating medium and its 
ameliorative effect upon the course of business fluctuations, rather 
than to provide certainty in a portion of the affairs of a part of 
the population, then we need not be greatly perturbed by failure 
to levy the costs upon a benefit basis. Aside from the general 
ameliorative effect upon business fluctuations, the chief benefit 
lies in reduction of the risk of owning circulating medium (bank 
deposits). Since it has long been generally recognised as a 
function of government to supply a circulating medium involving 
as little risk as possible, without attempting to assess costs on 
a benefit basis, it seems reasonable that no attempt should be 
made to apply the benefit rule in this case. A reasonable case 
might be made for meeting the costs of the insurance system 
from general taxation. 

Any attempt to apply the benefit rule is further complicated 
by the fact that the levy is upon the banks rather than upon the 
depositors, and the ultimate incidence of the levy is problem- 
atical in any case. Justification for some sort of levy upon the 
banks is sometimes attempted on the ground that it will have a 
beneficial influence upon the operations of the banks. This effect 
also is problematical, but a complete analysis of the question 
would involve more space than is available. 
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The proposal has been made that the assessments should vary 
from bank to bank or from class of bank to class of bank upon 
a basis of risk of failure involved in their operation. All of the 
objections noted above to any attempt to levy the costs of in- 
surance upon a basis of benefit apply to this proposal. Fur- 
thermore, all attempts to discover any device to measure quanti- 
tatively the relative degree of risk involved in various banks or 
groups of banks have been very discouraging. Finally, so long 
as the insurance coverage is only partial, large depositors would 
surely withdraw funds from any bank required to pay a higher 
rate than the others. 

Whether or not the Government securities held by the Cor- 
poration really constitute assets depends on one’s point of view. 
There was not much real economic difference whether the Govern- 
ment gave the Corporation $289,000,000 of securities upon which 
it agreed to pay some $8,000,000 of interest each year, or whether 
it did not give the Corporation securities, but simply gave it 
$8,000,000 per year. It is true that the Corporation could sell 
the securities in the market in case of need. But there seems 
to be no virtue to giving the Corporation securities which it will 
hold to sell when funds are needed, as compared with simply 
giving the Corporation funds when it needs them. The chief 
difference seems to be that in the latter case the outstanding debt 
of the Government could be $289,000,000 less during the period 
until the funds were needed. In other words, the situation might 
be essentially the same and much simpler if the Corporation had 
no capital, the assessments went into the Treasury as tax receipts, 
and disbursements from the Treasury were used to pay insured 
deposits in failed banks. Justification of the system which was 
instituted depends on principles of public psychology and public 
administration rather than upon principles of political economy. 


Bank SUPERVISION 


There has been much discussion to the effect that the existence 
of deposit insurance necessitates a closer supervision of banks 
than has heretofore existed.1 An extended discussion of that 
position will not be attempted here, but a few pertinent remarks 
may be made. First, if the United States Government had paid 
all losses to depositors in commercial banks which failed in that 
country since 1865, the cost to date would have been about 

1 For discussions of the nature of bank supervision see the Journal of the 


American Statistical Association, June 1938, pp. 334-40, and Allen, A. M., Com- 
mercial Banking Legislation and Control, London, 1938. 
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$2,000,000,000.1 If this entire cost had been added to the 
national debt and never repaid, the national debt would not be 
sufficiently larger than is now the case to have any significant 
effect upon the structure and operation of the economy. Second, 
the introduction of an insurance system does not, as such, com- 
monly make socially more desirable the reduction of the chance 
of the contingency which is insured against. Provision of fire- 
fighting equipment is not made socially more desirable or neces- 
sary because a fire-insurance company comes into existence. 
Indeed, the society might find it desirable to go to more extreme 
lengths to avoid loss from fire if fire-insurance companies did not 
exist than if they did exist. Third, there is no conclusive evidence 
that on the whole or on the average the commercial banks of 
the country have held assets of an unduly risky sort from the 
standpoint of the most satisfactory operation of the economic 
system. It is yet to be proved that the operations of the economic 
system would be improved rather than harmed by provision 
that the assets held by banks in the future should involve less 
risk than the assets which they have held in the past. 

It is true that there can probably be no quarrel with the 
ideal of having a greater portion of bank funds supplied through 
equity shares than in the past. But the question of risks borne 
by the banks is one which must be decided on a basis of the best 
operation of the economic system, and the fact as to what are 
the relative proportions of capital and liabilities in the banks 
must play a relatively minor réle in that decision. 


Unit BANKING 


The fact that the United States has the only large formal 
system for insurance or guarantee of bank deposits is closely 
related to the fact that it has the only large system of independent 
unit banks. Other countries probably in effect or tacitly 
guarantee the deposits of their banks. Where the banking 
system of a country consists of a few very large banks, Govern- 
ment guarantee can achieve its ends even though this guarantee 
is tacit or informal. But if the banking system of the United 
States is to consist of many independent units, a formal system 
of insurance or guarantee is necessary if the ends in view are to 
be achieved. : 

Since the desirability of deposit insurance rests so definitely 


1 Revision of figures given in the 1934 Annual Report of the Federal Deposit 


Insurance Corporation, p. 75. 
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upon the existence of a great number of banks, such discussions 
as this often proceed into consideration of the relative desira- 
bility of banking systems with many banks as opposed to banking 
systems consisting of a few large branch systems. We shall 
not enter into such a discussion here. Whatever the respective 
merits of the two types of system, the system which exists 
in the United States is a fact, and it is not evident how an 
alternative system could very rapidly develop along socially 


desirable lines. 
HoMeER JONES 
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REVIEWS 


Political Arithmetic: A Symposium of Population Studies. 
Edited by Lancetot Hoesen, F.R.S. (London: Allen and 
Unwin. 1938. Pp. 531. 30s.) 


Tuts volume includes seven papers grouped together under the 
title of ‘‘ The Survival Minimum ”’ to form Part I, and five papers 
under the title of ‘The Recruitment of Social Personnel” to 
form Part II. They are preceded by an introduction contributed 
by the editor; it was during his distinguished tenure of the Chair 
of Social Biology at the London School of Economics that they 
were written by members of his department. More than half the 
material has already appeared in print, though in some cases it 
has been adapted for the present purpose. Thus Dr. Charles’ 
two published papers, one on England and Wales and one on 
Scotland, containing her well-known estimates of the effect of 
present trends upon future population, here appear combined 
into one paper with some modifications, such as the omission of 
one of the three estimates. 

The new material in Part I includes two papers by Mr. Glass. 
One is an investigation into changes in fertility in England and 
Wales from 1851 to 1931 on the basis of data for registration 
counties. The results are interesting, though inconclusive. 
“In any particular year,” says Mr. Glass, ‘‘ for which statistics are 
available, we can trace a relationship between the fertility of 
various parts of the country and a number of concomitant social 
factors such as marriage, the employment of women, and the 
occupational type of the district. But if we try to link up pro- 
gressive changes in the operation of these social factors with the 
decline of fertility from one period to another, the relationship 
breaks down. . . . The small coefficient of variation between the 
falls in fertility experienced by different counties would suggest 
that the factors at work must be common to all parts of the country 
and equally powerful on all types of occupational patterns.” The 
matter needs further investigation, and it is to be hoped that 
Mr. Glass will undertake it. His other paper discusses marriage 
frequency and economic fluctuations in England and Wales be- 
tween 1851 and 1934. He finds “a consistent decrease of in- 
tensity ” in the correlation between the marriage rate and real 
wages, and believes that “‘ the relation between real wages and 
marriage will continue to decrease in importance in the future.” 


He discusses these findings in the light of Dr. Thomas’ earlier work, 
3B2 
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and gives reasons for thinking that the apparent contradictions 
between her results and his can be explained. Here again is a 
problem which needs more investigation. 

The papers in the second part of the book deal with problems 
that have been unduly neglected hitherto. There is a reprint of 
the valuable investigation by Professor Gray and Dr. Moshinsky 
into ability and educational opportunity. Mr. Glass and Pro- 
fessor Gray have an article on opportunity and the older univer- 
sities. Subsequent discussion has shown that the authors have 
misunderstood some of the official figures which they have used. 
But that is less a point against them than against the manner in 
which these figures are presented. Indeed, it is urgent that the 
Board of Education should clear up the mysteries which this dis- 
cussion has shown to surround their published data. Dr. Charles 
and Mr. Morgan discuss the relation between initial and maximum 
earnings and differential fertility of skilled and unskilled wage- 
earners. They have obtained some useful results; in their inter- 
pretation of them they are led to “ one reflection which is ines- 
capable,” and that is “the utter irrelevance of the economists’ 
wage theory to the biological realities of human nature.” The 
reasoning by which they are led to this conclusion is none too 
clear, but it seems to involve a series of confusions. Indeed, the 
very mention of economists and their theories appears to throw 
Dr. Charles and Professor Hogben a little off their balance, and 
there could hardly be a greater contrast between the tone and the 
standard of discussion in all these papers (excepting only that just 
mentioned) and Professor Hogben’s introduction. So far as the 
case against economists has been clearly stated, the indictment has 
been considered by Professor Fraser and Mr. Durbin in a recent 
number of this journal. This is not the occasion to go over the 
ground again. But it is impossible to close any mention of a book, 
which is evidence of the great value of the work and methods of 
Professor Hogben and his collaborators in the field of social study, 
without expressing regret that he should attack other workers in 
this field in a manner which can only result in damage to himself. 

A. M. Carr-SaunDERS 


Die Nationalen Produktivkraefte und der Aussenhandel. By 
Manorzsco. (Berlin: Junker & Diinnhaupt. 1937. 
Pp. 400. Paper, 16s. 3d.; Cloth 18s. 6d.) 


Tuts very interesting book! presents a daring attack on the 
theory of comparative costs, and attempts to establish a scientific 
1 The book is an amended version of the Théorie du Protectionisme et de 
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basis for protection, more particularly in agricultural countries. 
The author starts from the notion of the average productivity of 
‘labour in terms of money in various industries of a given country. 
He expresses it by the formula p = s + qi, where s is the worker’s 
wage, i the yield of capital and g the capital per worker. The 
difference in average productivity of labour in various industries 
is due: (1) to different levels of wages; (2) to different yields of 
capital; (3) to different amounts of capital per worker. He 
shows, so far as concerns the statistical data, that the dispersion 
of the average productivity of labour in various industries of a 
given country is very great. For instance, in Rumania (the 
autbor’s own country) the net income per head in 1932 in manu- 
facturing and mining was four times as much as in agriculture. 
He stresses the fact that even if, with a perfect mobility of labour 
and capital, and equal level of wages and capital yield were 
established in all industries of an economy, the differences in the 
average productivity of labour would persist owing to different 
amounts of capital per worker; and thus the prices of commodities 
would, even in this case, not be proportionate to the quantities of 
labour performed in their production. This is the author’s 
starting-point in his critique of the Ricardian theory of com- 
parative costs based on the labour theory of value. 

The author analyses the famous Ricardian example of wine- 
and cloth-production in Portugal and in England. A quantity of 
wine, Q,,, is produced in Portugal by 80 workers, a quantity of 
cloth, Q., by 90 workers; in England Q, and Q, are produced by 
120 and 100 workers, respectively. The advantage of Portugal 
against England in wine production, 120/80, is greater than that 
in cloth production, 90/80. Now, it is profitable for Portugal 
to produce only wine and to import cloth. Indeed, she can 
produce Q,, with a labour of 80 workers and export it to England ; 
but, as Ricardo assumes that wine and cloth in England are exchanged 
according to labour which is there necessary to produce either good, 
Portugal obtains in exchange for Q, produced by 80 workers a 
quantity of 120/100 Q.; while in Portugal 80 workers produce 
only 80/90 Q, of cloth. Thus Portugal’s advantage in importing 
cloth is measured by 120/100: 80/90 or by 120/80: 100/90 = 
1:35—+.e., by her “‘ comparative advantage ”’ in wine production 
against cloth production. The same argument applied to Eng- 
land shows that it is more profitable for her to import than to 


VEchange Internationale, by the same author, which appeared in 1929, and of 
which an English translation was published by Messrs. P. S. King & Son in 1931. 
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produce wine, and the advantage is equal 90/80: 100/120 or 
90/100 : 80/120 = (1-35). 

The author objects to this argument in that wine and cloth 
are not exchanged in England (or in Portugal) according to the 
labour which is there necessary to produce either good. If the 
cloth production is much more “ capitalistic” than the wine 
production (i.e., the capital per worker is much greater), the 
average productivity of labour (expressed in terms of money) 
is much greater in the former than in the latter, so that, say, 
the product of two workers in the wine industry is exchanged 
against the product of one worker in cloth industry. Thus 
Portugal, when exporting Q, to England, obtains in exchange 
only 1/2.120/100.Q,. As a result the proportion between the 
quantity of cloth obtained in foreign trade and in home production 
is now equal to 1/2. 120/100: 80/90 = 0-675, and thus the 
former turns to be disadvantageous. While for England the 
advantage of wine imports as compared with home production 
is now equal to 2-90/80: 100/120 = 2-70, and thus is much 
greater than in Ricardian analysis. 

The author proceeds to a generalisation, and arrives at the 
following results. Even if an agricultural country is much less 
efficient in the production of industrial goods than an industrial 
country, it may still be more profitable for it to establish industry 
than to import industrial commodities in exchange for agricultural 
products. Although a worker in the industry of an agricultural 
country is much less efficient than a corresponding worker in an 
industrial country, he may still produce more industrial goods 
than can be bought abroad in exchange for the product of an 
agricultural worker; for industrial production is much more 
“ capitalistic” than agriculture.1_ Thus it may be profitable for 
the agricultural country to protect home industry by custom duties, 

An advocate of the ‘“‘ orthodox ’”’ doctrine could, I think, 
make the following objection to the author’s argument. The 
capital in the possession of the agricultural country is limited; 
thus if industries more “ capitalistic” than agriculture are 
established, the latter must become less capitalistic, and the 
author’s argument, which does not account for how much the 
national income of the agricuitural country diminishes owing to 
it, is inadequate. With a given amount of capital in a country 


1 If in the agricultural country one worker produces the quantity p, of 
agricultural products and the quantity p, of industrial products, and the corre- 
sponding prices in the industrial country are V, and V,, then the condition for 
establishment of industrial production in the agricultural country is: pgV4/Vi<™- 
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the optimum solution is reached when there is no comparative 
advantage on the part of agriculture or industry either in the 
marginal productivity of labour or in the marginal productivity 
of capital. This state tends, however, to be established by 
“ natural ” forces, and thus protection is not necessary. 

It may nevertheless be claimed, I think, that it is the author 
and not the “ orthodox ” economists who are right in their solution 
of the problem of protection in agricultural countries. For the 
assumption of a given supply of capital cannot, in my opinion, 
in itself be invariably accepted. It is, indeed, usually more 
realistic to assume that in an agricultural country there is some 
unemployment, manifest or disguised, and thus the supply of new 
saving is by no means fixed : it is equal to the investment under- 
taken (whose upper limit is that at which full employment is 
reached). If some new industry is protected, opportunity for 
investment increases, and the supply of capital rises pro tanto. 
On the other hand, the author’s tendency to represent protection 
as the solution of the problem of industrialisation of agricultural 
countries is definitely misleading. The imports per head of poor 
agricultural countries are always very small, and so is the industrial 
production which is established on the basis of protection. To 
represent the free trade as the only obstacle for the economic 
progress of backward countries is to divert attention from such 
urgent social problems as land reform and others. 


Cambridge. 


The Good Society. By Water Lippmann. (London: Allen 
and Unwin. 1938. Pp. 402. 10s. 6d.) 


In this would-be quixotic volume Mr. Lippmann attacks 
what he calls the “ dominant dogma of the age ’—the belief in 
“the overhead planning and control of economic activity” by 
governments. He regards this, “the gigantic heresy of an apos- 
tate generation,” as contrary to the freedom of the spirit won by 
man in centuries of struggle to achieve democratic constitutional 
law. 

From this point of view Mr. Lippmann hurls invective at 
Fascist and Communist organisations, and stimulates the reader 
to think out more fully his grounds for supporting this or that 
form of governmental economic activity. Mr. Lippmann finds 


M. KALeEcKI 


1 The capital equipment for the new industry must be often partly imported ; 
the means for it, however, are usually obtained by influx of foreign capital, which 
is also attracted by the establishment of new industries. 
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particularly disagreeable the argument which he summarises 
that “advancing industrial technic requires increasing political 
authority” (p. 12). There is a confusion in this last phrase; 
“increasing political authority’? may mean an increase in the 
number of things requiring to be controlled by the State, or an 
increase in the degree of arbitrariness with which States behave. 
Mr. Lippmann persists in this confusion. Any discussion of 
democratic socialism is thus ruled out; “a collectivist society,” 
he asserts, ‘‘ can exist only under an absolute State ’—so that’s 
that. 

But if organisation and compulsion are bad in themselves, 
what of the orders given by employer to employee? What of 
the great private combines and trusts of to-day? The quixotic 
Mr. Lippmann, with some consistency, attacks the very idea of 
corporate institutions—“ there is no doubt,” he asserts (p. 15), 
*‘ about the evil of corporate concentration ’’; and when in the 
nineteenth century ‘“‘ the way was opened to the corporate forms 
of business organisation,” soon “‘ freedom ceased to be the pole- 
star of the human mind ”’ (p. 47). 

Of a book so rhetorical as this it is difficult to criticise the 
substance stripped of its rhetoric. Mr. Lippmann’s case appears 
to rest on economic grounds: on the issue whether large-scale 
organisation of industry is necessary for the progressive output of 
a wealthier world. But the economist and the economic his- 
torian will be chary of accepting Mr. Lippmann’s pronouncements 
on this point. He seems to think, for instance, that he has 
disposed of the main case for large-scale enterprise by pointing out 
that all the plants of a modern monopoly do not need for any 
technical reasons to be grouped in geographical proximity (cf. p. 14). 
Nor will students of business organisation or of public adminis- 
tration find it easy to follow the workings of Mr. Lippmann’s pen. 
He accepts whole-heartedly the view that since economic equili- 
brium depends upon a “ virtually infinite number of mutually 
independent variables,” therefore “‘ men deceive themselves when 
they imagine that they take charge of the social order ”’ (p. 32). 

That the art of government, or indeed of large-scale business 
organisation, consists in splitting up problems into manageable 
size, that acting on certain variables for the purpose of control 
does not imply an arrogant belief in the power to control all 
variables, are points that are ignored. In fact, if Mr. Lippmann’s 
view were accepted, an army could never get its breakfast; the 
Bank of England would cease to function; not merely Soviet 
Russia, but the British Civil Service, and our Budget of nearly a 
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quarter of the national income, would break down under six 
months; Imperial Chemicals would be in chaos; Bournville’s 
houses stand empty. 

On the whole, the ignorance with which Mr. Lippmann 
chooses to equip himself on the subjects of political and economic 
organisation is necessary to his argument, and entitles him to 
speak for the forgotten army of liberal extremists. They do not 
wish to admit that governments, by withdrawing from most of 
their legislative activities, would leave the field free for private 
monopolising and private tyranny. They therefore pretend to 
nail their flag to a pre-capitalist Utopia which never existed. It 
is unfortunate that so fervent an adherent of democratic con- 
stitutionalism as Mr. Lippmann claims to be should not co-operate 
in the constructive work which democracies need to do collectively, 
before the deluge is upon them. 


All Souls College, 
Oxford. 


Ian BowEn 


Gustav Schmoller und die Volkswirtschaftslehre. By Cart Brinx- 
MANN. (Stuttgart: W. Kohlhammer. 1937. Pp. 194. 
8s. 6d.) 


Gustav ScHMOLLER held the chair of political economy at the 
University of Berlin for thirty-five years; he virtually controlled 
appointments in the Prussian Universities, and filled them with 
his pupils. He was the oracle of Prussian bureaucracy, and the 
adviser of many statesmen. No history of Germany can over- 
look this highly gifted Swabian, who became the apostle of Prus- 
sianism as a social system. 

Dr. Brinkmann did not desire to write his hero’s biography, but 
to make ‘‘ a systematic inquiry into economic history and economic 
theory.” He has produced a kind of biography of Schmoller’s 
publications, giving long extracts from them, accompanied by 
praise for the wisdom of their author, and by rather ill-natured 
observations on his opponents. He tries very hard to make out 
Schmoller as a spiritual predecessor of the present regime. 

I doubt very much whether this method of handling the topic 
will raise Schmoller’s reputation. Schmoller was a full-blooded 
opportunist, much more interested in concrete achievements 
than in abstract truth. He was a “ relativist ” of the first order, 
whose statements and judgments are extremely well balanced, 
except in the by no means rare cases when his passionate tempera- 
ment or some deep-seated prejudice got the better of his Swabian 
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prudence. Extracts from the writings of such a man look rather 
flaccid, especially when they are spaced out and called profound. 
But as Dr. Brinkmann’s book contains ample material for anybody 
who is going to write the final study about Gustav Schmoller, we 


must be very grateful to him. 
M. J. Bonn 
London. 


Modern Banking. By R. S. Sayers. (London: Oxford 
University Press. 1938. Pp. xi-+ 316. 12s. 6d.) 

Mr. Sayers, whose earlier study of Bank of England 
Operations, 1890-1914, made a significant contribution to our 
knowledge of central banking technique in the pre-war period, 
has now undertaken a more comprehensive volume on modern 
banking in relation to current theory. This somewhat difficult 
task he has accomplished with success, and the present volume 
will be of particular use to students who are proceeding beyond 
an elementary introduction to the study of currency and banking. 
A realistic study, such as Mr. Sayers has attempted, is always in 
danger of becoming excessively factual, and in these days of 
rapid change descriptive works soon become obsolete. The 
author avoids this danger without sacrificing contact with the 
working of banking systems as they exist at present. 

The introductory chapters which deal with elementary 
considerations are perhaps unduly compressed, and the final 
chapter on the nationalisation of banking is sketchy and 
incompletely conclusive, but these are minor weaknesses in the 
volume as a whole. On the theory and practice of central and 
commercial banking, the theory of bank-rate changes, and 
other related topics, the full merit of the volume is apparent. 
In this review it is only possible to deal with selected points. 

The views of Mr. Keynes and Mr. Hawtrey on the effect of 
changes in bank rate are clearly contrasted, and shown to be 
“not mutually conclusive.” In each case a change in bank rate 
affects the cost of holding goods, but there ‘is a difference of 
emphasis as to the class of goods most significantly affected. 
Mr. Sayers keeps in the foreground the importance of demand 
elasticity in that connection, and also the ratio of interest 
charges to the total cost of holding goods. This is theoretical 
argument which cannot as yet be fully tested, partly because 
demand elasticity is not constant, and partly because there are 
not sufficient data as to normal practice in the holding of stocks. 
Mr. Hawtrey’s view in particular has also to deal with the 
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apparent unresponsiveness of bank advances to changes in the 
rates charged for this type of accommodation. Mr. Sayers does 
not regard this difficulty as insuperable; ‘‘ but it does provide 
some prima facie evidence against the view that changes in short- 
term rates are directly responsible for any substantial part of the 
effects which monetary action can produce ” (p. 151). 

The alternative view has to establish a connecting link between 
short- and long-term interest rates and between the two main 
divisions of the capital market. Here it seems to the present 
writer that the author places undue weight upon the public’s 
attitude to normal long-term interest rates, so that if the public’s 
view of the proper rate diverges appreciably from what is required 
by technical considerations, the former must be the object of 
special attack. This makes the attitude of the public an 
autonomous factor in the problem, and logically makes 
propaganda an integral part of the central bank’s armoury of 
control—a conclusion which so lends itself to mischief in its 
application that its necessity should be carefully proved before 
it can be fully accepted. 

Mr. Sayers has a good discussion of the effects of changes in 
bank rate on the whole structure of long-term interest rates, and 
therefore on new investments in fixed capital. Here again the 
rate of interest is only one of the factors determining the economic 
expediency of new capital development. Among other things 
there is the expectation of profit from the new outlay, and that 
in turn depends on operating costs and on the expected course of 
prices during the lifetime of the new instruments. This last 
consideration is one which as a rule has not received the attention 
which it deserves, though little approach to certainty can be 
made in respect of it. In fact, it must be included among the 
uncertainties which find their remuneration in the rate of profit 
sufficient to justify the entrepeneur in embarking in the new 
enterprise. Mr. Sayers does good work in placing the rdle of 
interest rates in its proper setting, since it is vital to the under- 
standing of the degree of control which central banks can exercise 
over the course of economic activity. In the control of exchange 
rates, bank rate is again a somewhat imperfect instrument. 
Under certain conditions it is quickly effective in altering 
international capital movements, but the conditions do not 
always exist. The mechanism as described in most standard 
works on the subject “‘ worked to the greatest satisfaction perhaps 
in London in the last few years before 1914; but the conditions of 
these years were, even for pre-war years, far from typical, and 
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it would be futile to attempt to restore that state of affairs, even 
if we desired to do so. Although bank rate may always have its 
uses, the future lies not, I believe, with those who would rely on a 
refurbishing of bank rate, but rather with those who are prepared 
to add more weapons to the armouries of monetary authorities ” 
(p. 185). This is a conclusion to which most serious students 
of the subject would subscribe, and its implications deserve 
some of the attention of those who are enthusiasts for inter- 
national collaboration between the leading central banks. 

The discussion of the pre-war and post-war gold standard 
is somewhat sketchy, but it is followed by a good account of 
exchange equalisation and its repercussions on the banking 
system. In general, the volume is an important contribution 
to current literature on the subject, free from partisanship, and 


combining theoretical analysis and realistic discussion. 
D. T. Jack 


King’s College, 
Newcastle-upon-T yne. 


The Economics of Corporate Saving. By J. ELttwoop Amos. 
(University of Illinois Press. 1937. Pp. 136. $2.00.) 


Tus carefully documented survey offers an estimate of 
the amount of saving by U.S. corporations in the years 1922-32, 
and assembles a number of possible causes and consequences. 
The estimate follows the method of Crum and Mills, in taking 
the net income reported to the Bureau of Inland Revenue, and 
deducting Federal taxes and cash dividends to arrive at net 
undistributed income. The author uses these sources with a due 
appreciation of the differences between accounting practice and 
the ideal statement of income and capital accounts which the 
economist’s definition of income would require, and he devotes to 
these differences a chapter which contains many examples from 
recent accounts; the chief of many difficulties is the effect on 
disclosed profit of changes in the valuation of assets. He says 
that in the tax returns “a limited degree of uniformity in 
practice or at least in terminology has been achieved ” (p. 31), 
and a footnote states that “the U.S. Treasury Department has 
carefully regulated depreciation rates and methods” (p. 21), 
but there is no general discussion of the requirements of the fiscal 
authorities, on which the interpretation of the figures must 
depend. As they stand, the figures show that on the average of 
1923-9 the corporations which had positive income to report 
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retained more than 45 per cent. of it; by 1932 this figure had 
fallen to 6 per cent. The Economist sample of British companies 
shows through 1924-9 a percentage of profits undistributed lying 
around 20. Fora close comparison a number of points concerning 
the form of accounts and the composition of the two aggregates 
would have to be examined, but their effect could scarcely be so 
great as to remove the apparent contrast altogether. Besides 
this positive saving must be reckoned the negative, by corporations 
reporting no income. The total is surprisingly high: if positive 
savings averaged over $4000 mn. from 1923 through 1929, negative 
averaged over $2000 mn., and with the depression they rise to 
$8000 mn.; so that over the whole period 1923-32 the negative 
aggregate exceeds the positive by more than $4000 mn. Dr. Amos 
holds that the negative figures cannot be fairly set off against the 
positive, on the ground, I think, that they do not necessarily 
constitute a withdrawal of funds from the capital market (pp. 
48, 80-1, 125); but neither do positive savings necessarily 
constitute an offer of funds. If we are concerned, however, with 
net new investment, ther certainly the two series are not 
necessarily comparable, because the minuses much more than 
the pluses will be due to changes in valuation not associated with 
changes in physical inventories. 

Dr. Amos does not pursue the statistical analysis of factors 
affecting savings further than to present separate figures for the 
major industrial groups, but in the next chapter he brings 
together a number of qualitative considerations. One of these 
may be mentioned as perhaps an effective cause of the relatively 
high percentage of profits undistributed shown by American 
corporations in the 1920’s: ‘‘Corporate saving is a very 
convenient means of extending the control of management with 
a minimum of publicity ” (pp. 73-4 also pp. 84, 88-90). There 
follows a chapter on the economic effects of corporate saving, in 
which the treatment of the effects on consumption is made 
unsatisfactory by an apparent confusion between savings as a 
flow and as a stock of money or other assets: “ It is a reasonable 
assumption . . . that a sizable proportion of this annual saving 
of more than four and a half billion dollars would have been spent 
for consumption purposes had it been distributed. This does not 
infer that these savings were not eventually spent for consumption 
goods when used by the corporations, but there must certainly 
have been a lag of some time before they reached consumptive 
channels ” (p. 86). In a chapter on the surtax on undistributed 
profits imposed in 1936, the author concludes that the tax is 
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more likely to affect the form than the amount of corporate 
saving. 


New College, 
Oxford. 


E. H. Poetrs Brown 


The New York Bond Market, 1920-1930. By C. C. ABsorrt. 
(Harvard University Press, Harvard Economic Studies 59, 
Oxford University Press, 1937. Pp. xvii + 224. $2.50. 
10s. 6d.) 


Proressor ABBorTt’s analysis of the New York bond market 
is illuminated by seventeen charts, and the figures which underlie 
them are to be found in fifty pages of appendices. There is also 
a good bibliography and an index. These data make the book 
a useful work of reference. The reader who is anxious to know 
what actually happened in the bond market in those eleven years 
will find monthly figures for the yield of first- and second-grade 
bonds (Moody’s Aaa and Baa series are used), for the volume of 
bond trading on the New York Stock Exchange, and for the 
number of bond issues. There are quarterly figures for the 
volume of bond issues and the volume of bonds called or refunded 
(which enable Professor Abbott to derive series of “net” and 
“new capital” issues), and the figures are split up between 
corporate, municipal, farm loan, foreign Government and U.S. 
Government borrowing. Changes in the bond holdings of banks 
and insurance companies are given annually, and the chart on 
p. 38 shows that the bulk of the funds raised by bond issues were 
provided by non-institutional lenders, that the purchases of 
banks fluctuated greatly from year to year, and that except in 
1925-26 the “net” volume of bond issues varied with bank 
purchases. This is not the only chart with interesting suggestions. 

Those who feel curious to know why the bond market behaved 
as it did are not neglected. On the demand side there are 
monthly index-numbers of business activity and yearly figures 
for the net income of all corporations paying income tax. Mills’ 
index of production of capital elements is also given. On the 
supply side net movements of gold are shown monthly, together 
with the chief figures relevant to Federal Reserve policy and the 
willingness of the member banks to fall in with it. Short-term 
interest rates and stock-market prices indicate the competitive 
attraction of other methods of financing expansion. The 
statistics have been well chosen, and suggest that Professor 
Abbott knew what to look for and where to find it. 
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It is necessary to emphasise the excellence of the statistical 
data, for little comment can be made on the text. Professor 
Abbott has no thesis to argue, nor does he make it clear why he 
has chosen to isolate the New York bond market of the ’twenties 
and to write about it rather than anything else. The exposition 
fails to give life to the statistical material, and an enthusiastic 
championship of even absurd theories would have gone far to 
save the book from dullness. A well-defined “ viewpoint ”’ is as 
essential to good writing in economics as in fiction. The New 
York Bond Market, 1920-1930, left me with an odd feeling that, 
after doing an excellent job of collecting data, Professor Abbott 
had lost interest in his subject before he came to write it up. 
Perhaps he did. The introduction states that the study was 
originally undertaken, in the statistical department of the 
National City Company, as an analysis of essentially contemporary 
happenings with the purpose of throwing light on the forces 
which determine the success or failure of new security issues. It 
was subsequently revised to serve as a doctoral dissertation, and 
finally rewritten as a financial history of the post-war decade 
and an analysis of the banking policies of that time. 

C. H. P. Girrorp 
Edinburgh. 


Miti e Paradossi della Giustizia Tributaria. By L. Exyavnt. 
(Turin: G. Einaudi. 1938. Pp. 278. 151.) 


Personal Income Taxation. By Henry C. Smmons. (University 
of Chicago Press. 1938. Pp. xi + 238. 9s.) 


THESE two studies by distinguished authorities on public 
finance are slight, but they are none the less serious works, con- 
cerned with the fundamentals of the basis of contribution. Prof. 
Einaudi describes his collection of essays as an attack on the 
doctrinaire fiscal expert or a defence of the traditional tax system. 
He will have nothing of modernist reforms. Prof. Simons’ book 
is a plea for the immediate reform of the existing American tax 
system. But since both authors place chief reliance on an income 
tax of one sort or another, there is a considerable amount of 
overlapping in their discussion, and their conclusions, if markedly 
diverse, are not necessarily inconsistent. Each writer naturally 
has in mind the background of his own country, but many of the 
arguments have considerable relevance to the British situation. 

Both writers are prepared to put their money on an income 
tax. But whatisincome? This is a question for which econom- 


ed 
' 


720 THE ECONOMIC JOURNAL [DEC. 


ists in the last few years have been desperately striving for an 
answer. Unfortunately neither of our authors considers the 
bearing of these controversies on the fiscal basis. It is significant 
that almost all the references in Professor Simons’ discussion of 
income concepts (Chap. III) date from the ’eighties or ‘nineties 
of the last century, and most are German. Professor Einaudi 
works on still earlier periods. 

Professor Simons adopts a definition of income that is uncom- 
promisingly ex post. ‘‘ Income is the result of adding consump- 
tion during the period to wealth at the end of the period, and 
then subtracting wealth at the beginning. . . . The sine qud non 
of income is gain to someone during a specified time interval ” 
(p. 50). That is to say, it is a purely personal concept, but within 
that category it includes both planned accumulation (decumula- 
tion) and windfall gains and losses. An income tax based on 
this concept is an income + capital tax rather than a pure income 
tax, and its effects are bound to be correspondingly different. 
It is not clear what advantage is gained by mixing up in fiscal 
affairs the categories of income and capital transactions which it is 
so desirable to keep apart, both for economic analysis and for 
accounting practice. 

Professor Einaudi, on the other hand, adopts the Irving 
Fisher concept of income as consumption. This gives him the 
logical basis for maintaining that to tax receipts which are destined 
to be saved, and then to tax their yield, is double taxation. One 
suspects that Professor Einaudi is concerned for the rate of private 
investment if taxation is too high—although his argument runs in 
terms of saving (not the kind that is equal to investment), and he 
denies that he wants to tax the poor and the rich equally. Never- 
theless the alternatives to the taxation of savings—such as sales 
and property taxes—are not advocated with much enthusiasm. 
In the last chapter Professor Einaudi sketches an ingenious plan 
for taxing individuals on the average yield of the economic 
category to which they belong, thus reserving the fruits of special 
ability or enterprise. 

Professor Simons regards income tax as essentially personal, 
partly because he regards its most important function to be as a 
tool of income redistribution. It must be remembered that in 
America death duties as administered by the States are practically 
useless for such a purpose. British income tax is, however, 
primarily a revenue-producer. It may reasonably be maintained 
that to tax expected income (personal or corporate)—that is, 
neglecting windfall gains and losses except such as may reasonably 
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be expected in the course of certain types of business—e.g. brokers 
—as the Inland Revenue does, is really more satisfactory, both on 
economic and on fiscal grounds. It is true that, in spite of legis- 
lation, the British system still permits a considerable amount of 
evasion, when income is disguised as capital. But it may be 
doubted whether the difficulties of the American system—for 
instance, in the matter of unrealised gains and losses—make 
evasion any easier to prevent. 

Differences of outlook are again apparent in the view Professor 
Simons takes of fluctuating revenue. American income tax is 
already much more sensitive to trade cycles than British, and 
Professor Simons wants to make it more so, by allowing total 
instead of, as at present, partial offsetting oflosses. Thisis because 
he regards a budget deficit on current account as the most practical 
method of achieving the end sought by public works, in a country 
where most of the utilities are privately owned. Repeated budget 
deficits on current account are in accordance with American 
traditions. They are none the less financially objectionable, 
and may well be economically undesirable in a country which 
has passed the stage of rapidly expanding population. It also 
appears somewhat doubtful whether tax rebates for past losses 
are likely to be as powerful a stimulus to enterprise as an active 
policy of public investment. These are, however, largely 
matters of opinion, on which further research is urgently required. 

Income-tax questions by no means exhaust the field covered 
by the two authors. Professor Einaudi attacks one by one, and 
with a charm of literary style which is completely captivating, 
the myths which surround theoretical public finance. Among 
other things he demonstrates the slenderness of the logical founda- 
tion of the comparison of utilities, as it is universally assumed for 
fiscal purposes. His exposure of the inappropriateness of attempt- 
ing to tax “increment” or “excess” is particularly topical. 
Professor Simons also has interesting contributions on the taxing 
of undistributed profits and on the reform of local finance. 

Ursuta K. Hicks 
Manchester. 


State and Federal Grants in Aid. By H. J. BrrrermMann. (New 
York: Mentzer Bush & Co. 1938. Pp. x + 550.) 


Tue sharing of central funds with local governments raises 
problems which are primarily administrative, but since it is one 
of the forces determining the direction and tempo of public 


expenditure, it is also a matter of interest to the economist. 
No. 192.—voL. XLVI. 3c 


722 THE ECONOMIC JOURNAL [DEC. 


Professor Bittermann has undertaken the herculean task of 
surveying the whole field of American grants in aid to lower order 
governments, and of relating them on the one hand to the 
alternative system of tax sharing, and on the other to alternative 
forms of administrative control. The study falls roughly into 
three parts, concerned respectively with a historical and statistical 
description of the various grants, an evaluation of their effects 
on policy, and a discussion of their financial apportionment. 
It must be admitted that, at least for the non-American reader, the 
first part makes very heavy going, but points of general interest 
and relevance emerge in the later parts of the book. 

It appears that the State grants to local authorities which 
are the traditional part of the American system are in reality 
only a method of tax-sharing, and have a negligible effect on 
policy. There is some slight advantage over straight tax-sharing, 
in that the local subsidy is less fluctuating. The great increase 
in State revenues since the War, due to the concentration of 
expanding taxes under State rather than local control, has 
considerably increased the importance of State grants. This 
has led to some consolidation of policy—for instance, in respect 
of highways. It has also slightly reduced the regression of the 
whole tax structure by lightening the weight of regressive local 
taxes such as the general property tax. In origin federal grants 
were also a method of tax-sharing—of surplus revenues arising 
from the tariff and from land sales. In this phase, beyond a 
little general stimulation, they had little effect on policy. But in 
recent years the significance of federal grants has completely 
changed, owing to the more or less accidental circumstance that 
the State and local governments were unable to finance the new 
public relief and security programme. The most interesting parts 
of the book are concerned with the results of this change. 

Even within the short period of the New Deal and the awkward 
confines of the American constitution, methods of stimulus and 
control appear to have been evolved which are a definite con- 
tribution to the solution of the problem of combining local 
autonomy with central efficiency. The federal bureaux, such as 
the Social Security Board, F.E.R.A., P.W.A., the Highway 
Board, etc., appear to have been remarkably successful in 
improving both personnel and administrative practices in local 
affairs. Control has been mainly indirect, such as is obtained by 
the use of standard report and accounting forms. Only in the 
highway service have funds allowed of an adequate inspectorate. 
But very frequent financial returns may be demanded, in some 
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eases even at monthly intervals. The convenience of such 
information for planning public investment is obvious. But the 
most interesting constitutional innovation is the device used to 
induce States to join in the national unemployment scheme. 
The “ pay rolls ” tax is federal, but States may receive a credit 
up to 90 per cent. of the locai share for schemes of their own. 
The prospect of foregoing this important resource has proved a 
greater stimulus to establishing a new service than a straight 
grant in aid. 

The apportionment of the two most important classes of 
grant—education and highway—are an interesting contrast to 
each other and to British experience. Professor Bittermann 
estimates that the education grant serves to perpetuate rather 
than to reform traditional shortcomings such as the one-room 
school, and that reorganisation is almost impossible in the absence 
of any uniform system of valuation. This difficulty is also 
conspicuous in Great Britain. On the other hand, considerably 
more progress towards a rational road service appears to have 
been made in America than in this country. Adequate motoring 
roads have been built with the aid of loan funds, which have been 
repaid from motoring taxes. Only a small part of highway 
costs now falls on local resources. More progress has also been 
made than in this country with traffic surveys, which by relating 
traffic density to vehicle registrations and to population, indicate . 
clearly the areas most in need of assistance. 

Ursuta K. Hicks 


Manchester. 


Report on the British Press. By the Press Group of P.E.P. 
(Political and Economic Planning). (London: P.E.P., 
6 Queen Anne’s Gate, S.W.1. 1938. Pp. 333. 10s. 6d.) 


ALTHOUGH the fact is not generally realised, the newspaper 
Press is one of our greatest industries. In the 1935 Census of 
Production the printing and publication of newspapers and 
periodicals ranked twelfth among British industries in order of 
net output and twenty-fifth in order of personnel employed. Its 
net product of £37,500,000 exceeded that of the steel and the 
shipbuilding industries, and fell very little short of (now probably 
exceeds) that of the cotton industry. 

The Press is also an important social service, providing the 
public with news, views, entertainment and education. The 


“national dailies,’ with their combined circulation of over 
302 
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10,000,000 copies, and the “ Sundays ” with theirs of 15,000,000, 
reach all strata of the population. 

This industry and this social service are well worth a full- 
length study, and that is what they have received at the hands of 
a special Press Group of P.E.P., which has now issued its findings 
in the form of a report extending to some 330 pages. This report 
is an able, comprehensive, extremely interesting and indeed 
fascinating document. It reviews the activities of the newspaper 
Press (mainly the daily Press) in all its different departments. 
It describes the technical processes of manufacture and distribu- 
tion of a newspaper, and contains a full account of newspaper 
finance. It describes how news is collected and “ processed,” 
how the “ news agencies” work, how employers and employed 
are organised, and so on. It makes extensive use of graphs and 
pictorial methods to indicate what space different newspapers 
give to different kinds of news and editorial matter, to what 
extent newspapers “ penetrate ”’ to different classes of the popu- 
lation, and in which geographical areas their individual circulations 
are large or small. 

One of the great social problems of our time is concerned with 
what is called the “‘ freedom of the Press.”” How far is, or should, 
the Press be free from control of news or views by Governments 
or Government departments, from the more subtle forms of 

- eensorship which are implicit in its exposure to heavy penalties 
for libel or contempt of court, from “ pressure ” by advertisers ? 
The report faces candidly up to the difficult issues involved, and 
if the more critical students of present-day institutions may not 
always unreservedly accept its conclusions, they should at any 
rate be grateful to it for providing them with much detailed 
information on which to base their own. 

They will learn, for example, that a short time ago an electri- 
city journal suggested that the gas and electricity industries 
should jointly induce the Press to give less prominence to suicides 
where gas has been the fatal agent and to electric light “ black- 
outs”! And again that a recent analysis of thirty-eight libel 
actions commenced against newspapers showed that ten were 
genuine claims brought to clear character from serious aspersions, 
nine were attributable to vanity or fussiness, seventeen were 
sheer “ gold digging,” and two were doubtful. On the other 
hand, it is reassuring to gather that anything that the most 
captious could call “ undue influence’ from Government de- 
partments has so far (should one “ touch wood ” ?) been almost 


entirely lacking. 
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The most serious blot on the scutcheon of the Press, so far as 
its independence and impartiality are concerned, is undoubtedly its 
submission to pressure from advertisers. This is perhaps greater 
than the public realises, because its manifestations are mostly 
negative—consisting of the omission of news or expressions of 
opinion which might offend or harm the big advertisers. The 
root trouble about this truckling to advertising interests is, of 
course, that it is based on an apparently unalterable economic 
fact. The reader of a penny “national daily ” buys a product 
whose cost of production is half as much again as the price he 
pays for it. The newspaper proprietor receives from sales of his 
paper (after allowing for distribution costs) less than half its 
production cost—for the penny paper costs 14d. to produce and 
}d. to distribute. The remaining half plus profit, if any, are 
provided by the sale to advertisers of space (up to 40 per cent. of 
the total printed space) in the newspaper. As competition for 
advertisements between newspapers is very keen, and as adver- 
tisers naturally desire, if not favourable editorial mention of the 
subject-matter of their advertisements, at any rate abstention 
from unfavourable comment, it is clear that while the system 
lasts, ‘‘ pressure ” on the one side and yielding to pressure on the 
other there will be. As to what, if anything, can be done about 
it, the answer of the P.E.P. report is virtually “nothing.” The 
report suggests as a possible line of advance the setting up of a 
co-operative central office, through which all space for “ display ”’ 
advertisements would have to be booked. But it admits that 
this would be only a partial solution of the difficulty, and that 


it is not practical politics at that. 
London. 


The Public Corporation in Great Britain. By Lincotn Gorpon. 
(Oxford University Press. 1938. Pp. viii + 351. 16s.) 


Tuts excellent volume is one of the best pieces of research 
undertaken in England by an American scholar. It reveals 
remarkable talents in the author, and reflects great credit on his 
mentors at Oxford who inducted him into the complex back- 
ground of political and economic life in which the British public 
corporation functions. 

Dr. Gordon has selected for his studies the Port of London 
Authority, the Central Electricity Board, the British Broad- 
casting Corporation and the London Passenger Transport Board. 
The scope of his work is thus narrower than that of the volume 
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entitled Public Enterprise published last year. On the other hand, 
the treatment is more comprehensive and detailed, and the 
analysis more penetrating, than Mr. T. O’Brien’s British Experi- 
ments in Public Ownership and Control, which covered an almost 
similar field. Like so much fruitful work in the social sciences 
to-day, Dr. Gordon’s studies do not fall within any recognised 
“subject ’: they come in the territory which lies midway 
between economics, politics and law. 

Dr. Gordon takes substantially the same view of the public 
corporation as previous investigators. He regards the existing 
institutions with critical approval, his general conclusion being 
that they have achieved considerably better results in their respec- 
tive fields than could have been, or actually was, attained by 
private enterprise. He is also in agreement with the main 
points of criticism already put forward, particularly in regard to 
such matters as the absurd method of appointing the members of 
the London Passenger Transport Board, the excessive compensa- 
tion paid to the former stockholders of that organisation, the 
relative weakness of the Governors of the British Broadcasting 
Corporation, the need for dealing with the distributive side of 
electricity supply, the desirability of merging the privately- 
owned wharves with the Port of London Authority, the need to 
introduce recognised personnel standards, and the importance 
of obtaining fuller information and more adequate scrutiny of 
administration and finance than now exists in most instances. 

The amount of compensation is the most difficult problem to 
solve in connection with public corporations which have taken 
over large private holdings; and the dilemma which is at present 
facing the London Passenger Transport Board illustrates perfectly 
the intractable nature of this problem, where exorbitant and 
relatively inflexible terms are laid down at the time of acquisition. 
There are few better services which economists could render to 
the world of practical affairs than to devise a formula which would 
enable interest rates on compensation securities to rise and fall 
in accordance with the movement of related factors. This 
question will become of increasing importance in the future. 

The least satisfactory feature of Dr. Gordon’s book is his 
easy acceptance of monopoly as an essential advantage, if not a 
sine qué non, of the public corporation. He criticises the principle 
of providing the various ports in Great Britain with separate 
administrations, on the ground that they compete with one 
another, and that this has led to an over-production of port 
facilities in the country as a whole; but he makes no attempt to 
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evaluate the advantages of this rivalry. Of the British Broad- 
casting Corporation he writes, “‘In the field of systematic pro- 
gramme building broadcasting again shows itself as a natural 
monopoly. A degree of centralised co-ordination seems essential 
to produce the harmony, balance, and contrast in a totality 
satisfactory to the numerous and diverse elements of a wireless 
audience ”’ (p. 209). 

This is much too facile. No attempt is made to prove either 
the hypothesis or the extent to which it is borne out in practice. 
There is a very great deal to be said against conferring a monopoly 
in connection with a vehicle of intellectual communication, and 
our experience of the British Broadcasting Corporation suggests 
that the last word has not been said on this subject. It 
should be clearly understood that in certain spheres the case for 
socialisation or public operation does not necessarily rest on the 
need for monopoly, but on the advantages of substituting the 
motive of public service for that of private profit. 

W. A. Rosson 
London School of Economics. 


The British Gas Industry: an Economic Study. By Puxtip 
CHANTLER. (Manchester University Press. 1938. Pp. xi 
+141. 7s. 6d.) 


Mr. CHANTLER concentrates on two main questions concerning 
the gas industry: the possibility of increasing efficiency by en- 
larging the size of the undertaking, and the methods of regulation, 
in particular their relation to the price policy of a gas-supply 
undertaking. I find myself in profound disagreement with Mr. 
Chantler’s conclusions. He advocates compulsory amalgama- 
tions and the setting up of Gas Commissioners to prepare schemes, 
to determine whether or not undertakings shall buy in bulk, to 
control the location of new works and extensions to old ones. 
He also wishes to get rid of all existing price regulation, to base 
tariffs on the principle of “ charging what the traffic will bear,” 
and, indeed, to make this method of charging compulsory by 
putting the control of tariffs in the hands of the Commissioners. 

In the case of the gas industry, there is one reason which 
makes the usual arguments for compulsory amalgamation more 
plausible. The sizes of gas undertakings have been to a consider- 
able extent determined by local government administrative 
areas; there is little reason to suppose that such areas will always 
be the optimum for gas manufacture and distribution. Mr. 
Chantler’s first approach is to compare the operating results of 


728 THE ECONOMIC JOURNAL [DEc. 


undertakings of different size (size being defined by reference to 
output). He finds little correlation between these results and 
size. For reasons I am unable to follow, Mr. Chantler then aban- 
dons this approach and confines himself to stating the advantages 
which a greater concentration of control might bring about. The 
question is, Are they likely to be achieved? We can at least 
consider what have been the results of amalgamation. Mr. 
Chantler states that the ‘“‘ outstanding example of amalgamation 
has been in the London gas supply, where the movement has been 
of long standing.” He then refers to the Gas Light and Coke 
Company, and to the economies which amalgamation has brought 
about. Unfortunately, he does not mention the evidence given 
before the Select Committee on Metropolitan Gas Companies, 
1899, nor to the conclusion of that committee with respect to the 
Gas Light and Coke Company that “ the affairs of that company 
have not been well managed.” 

Mr. Chantler’s views on price policy may be indicated by a 
few quotations. “Under modern market conditions, the pro- 
blems of stimulating efficiency in management, and of preventing 
monopoly exploitation are irrelevant ... there is a case for 
discontinuing the sliding scale, basic system, and statutory maxi- 
mum rates, on account of their incidental obstructive effects.” 
By the obstructive effects of modern regulation, Mr. Chantler 
means that it renders more difficult the introduction of price 
discrimination. He says that “. . . a single uniform price for 
gas is entirely inappropriate to modern conditions, when gas is 
sold in many markets, with differing intensities of demand and 
competition.” The existence of price discrimination has long 
been held to be a sign not of competition but of monopoly, and 
it is almost certain that the peculiar market conditions which 
brought about regulation in the gas industry still remain. To 
sweep away most of the existing system of regulation in order to 
allow an increased degree of price discrimination seems a highly 
dangerous step. The reason given by Mr. Chantler is not very 
convincing. After all, that gas is sold in markets with differing 
intensities of demand is a characteristic which I suppose it shares 
with every other commodity. If more price discrimination were 
introduced, prices would be higher for some uses and lower for 
others. Mr. Chantler left me wondering why it should be assumed 
that this would be so obviously superior that it should be made 


compulsory. 
R. H. Coase 
London School of Economics. 
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Public Utility Rate Making and the Price Level. By E. M. 
Bernstein. (The University of North Carolina Press. 
1937. Pp. 134. $2.50.) 

THE difficulties experienced by Public Service Commissions in 
the United States in regulating rates and charges according to the 
rate-making rule laid down by the Supreme Court in Smyth v. 
Ames and developed in later cases were, to a large extent, the 
result of the violent fluctuations in prices experienced during the 
last sixty years. Whenever a change in rates was demanded by 
consumers or investors, a complicated, costly and time-consuming 
“valuation” had to be undertaken if the regulating commission 
wished to ensure that these rates would not later be condemned 
as confiscatory and unconstitutional by the courts. Professor 
Bernstein traces, in the comparatively short compass of 134 pages, 
the attempts which have been made by certain American Com- 
missions to introduce greater flexibility and administrative 
simplicity into rate control. The administrative difficulties 
encountered in the use of reproduction cost as a rate base have 
been so great that Professor Bernstein, like many other American 
economists in this field, believes that unless existing methods of 
rate control are altered, private ownership of Public Utility under- 
takings may have to give way to public ownership and operation. 

Most economists would probably agree that the existing 
principles of rate regulation in the United States will have to be 
modified. But the adoption of a prudent investment base, as 
suggested by Professor Bernstein, would not solve the important 
economic problems of control. From the long-run point of view, 
as he points out, a prudent investment base will display some 
responsiveness to changing costs, especially where the proportion 
of equipment, which has to be replaced each year, is high. But 
the prudent investment base can hardly be said to provide flexi- 
bility in rates during the shorter-run of the trade cycle. Even if 
the common stock basis for determining the rate of return were 
adopted, it would still be open to the objection that the utility is 
permitted to restrict output during a trade depression in order to 
maintain its quasi-rent. For example, the inability of the British 
railways to earn the standard net revenue (a form of prudent 
investment base) since 1928 does not indicate an absence of 
monopolistic restriction. 

The fundamental defect of any form of rate-base control is that 
rates may still be monopolistic even if no more than the competi- 
tive rate of return is being earned by the shareholders. The 
possibility of discriminating between different markets will result, 
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under rate-base control, in an extension of output in those markets 
where the demand is relatively elastic until costs rise sufficiently 
to wipe out any “excess” profits; capital may be earning the 
competitive rate of return in all uses but the distribution of 
resources between different uses cannot be said to be optimal. 
The prudent investment base suffers from the further defect that 
output and prices are dependent on past costs, which have no 
relevance to the cost of providing utility services in the present. 
Professor Bernstein’s suggested reform of public utility rate 
control does not solve these fundamental difficulties nor does it 
provide that short-run flexibility in rates which he considers to be 


a necessary condition of effective regulation. 
R. F. FowLer 


London School of Economics. 


Price and Price Policies. By W. Hamitton and AssociaTEs. 
(London: McGraw-Hill. 1938. Pp. xiii+ 565. 24s.) 


Tus book passes in review, with a great wealth of technical 
detail, the price policy pursued by seven important consumers’ 
goods industries in the U.S.A.: automobiles, tyres, petrol, 
cottonseed, dresses, whisky and milk. It is, in the accepted 
phrase, a mine of information concerning the formation of prices 
in imperfectly competitive markets. Unfortunately, to pursue 
the metaphor, the mine is neither well lit nor well ventilated, and 
had a little more time been devoted by the excavators to the 
completion of their theoretical timbering, the very rich veins 
which they expose would have been somewhat more easy of access. 

Perhaps the most important feature of all the contributions is 
the manner in which they combine, without pre-arrangement, to 
exhibit the width of the range of “imperfectly competitive” 
practices. The industries covered, except for the fact that they 
all directly serve the consumer, have little in common, either in 
the organisation of production or in commercial structure. In 
the automobile, the tyre and the whisky industry, the field of 
production is dominated by a relatively few large-scale producers, 
in the first case directly controlling their agents and the conditions 
of resale, in the second doing so in theory only, in the third 
prevented by law from the exercise of such control. The cotton- 
seed group of industries and the milk industry are based upon 
very small-scale production, in one case of a joint product, and 
centre upon large-scale intermediate processing. The former 
sell through ordinary retail channels, the latter undertake retail 
distribution under a close network of legal regulation concerned 
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with everything but price. The least monopolistic of the 
industries covered are those concerned with petrol and the 
production of women’s dresses: although the former is at one 
stage very closely controlled by producing interests (and by the 
State) it appears to be fairly competitive in the retail stages. In 
women’s dresses the factor of ‘‘ monopsony,’’ conspicuous in milk 
and cottonseed, reappears; indeed on the evidence here cited it 
seems that monopsony rather than monopoly is the major problem 
of the consumers’ goods industries in the U.S.A. 

The practices here outlined are of the utmost interest, 
especially those surrounding the re-introduction of re-legalised 
whisky into a market which had lost its palate. The similarities 
and the differences between the milk retailing methods in Great 
Britain and the U.S.A. are most interesting. Indeed, the mass 
of facts and deductions here presented amply justify the summing 
up of the editor: “The evidence does not point to an orderly 
structure whose prices have an underlying logic in permutations 
of primary elements, each with its precise unit cost.” 

H. Smita 
Ruskin College, Oxford. 


The Dairy Industry inCanada. Edited byH.A.Innis. (Toronto: 
The Ryerson Press; London: Humphrey Milford. 1937. 
Pp. xxxii + 299. $3-75.) 


Tuis volume is one of a series on the relations of Canada 
and the United States, and the first to be published in Canada. 
In the introduction Professor H. A. Innis, the editor of the volume, 
summarises the general economic development of Canada, with 
special emphasis on the influence of the United States. The 
articles on the Canadian dairy industry, which form the body of 
the book, except the very brief chapter on American tariff policy, 
give less importance to this inter-relationship, but do not forget 
it. For instance, examples of the spread of American technique 
to Canada are constantly being noted. 

These articles, related by little more than their subject- 
matter, appear to be mainly intended for different types of readers. 
Professor Innis, in his brief contributions on historical background 
and American tariff policy, is content to be very brief. Dr. 
Ruddick, in describing the development of the dairy industry in 
Canada, is concerned very largely with the technical side of the 
industry, and enters into a wealth of detail; to the economist his 
contribution will be useful mainly for reference. Mr. English 
presents a case-study of the development of dairying in the 
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Fraser valley, as an indication of the type of problem which many 
areas have had to meet; he gives a descriptive rather than a 
critical account of the efforts of established dairymen, organised 
in an Association, to maintain their favoured position in the face 
of increasing outside competition. ; 

Economists generally will probably be most interested in 
Professor Drummond’s analysis of the problems of the Canadian 
dairy industry. After a consideration of the production side, 
including the manufacture of dairy products, in which he stresses 
the handicaps, including inefficiency, of Canada relatively to 
other countries such as New Zealand and Denmark, he goes on to 
describe the marketing side, the effect of the depression and the 
protective devices which have emerged from it, in control boards 
for the liquid-milk industry, in the tariff on butter and in plans for 
paying bonuses to the cheese industry. He is more definite 
in his discussion of the production than of the consumption side, 
perhaps because he is summarising existing material which did not 
include demand studies. His appraisal is rather non-committal. 

The whole volume is admirably summarised in the concluding 


chapter by Professor Innis. 
RutH CoHEN 


Agricultural Economics Research Institute, 
Oxford. 


Labour’s Batile in the U.S.A. By J. R. Wats. (London: 
George Allen & Unwin, Ltd. 1936. Pp. 293. 10s. 6d.) 
When Labour Organises. By R. R. R. Brooxs. (London: 
Humphrey Milford, Oxford University Press, 1937. Pp. 361. 

12s. 6d.) 


THESE two volumes cover much the same ground, since each 
sets out to portray the circumstances surrounding the phenomenal 
development of the new American labour movement which 
centres round the Committee of Industrial Organisation. This 
inevitable duplication, however, should not deter the student 
who is interested in American labour problems from reading both 
books. In many respects one supplements the other, and a 
greater appreciation of the problems confronting the American 
labour movement in general, and the C.I.O. in particular, is 
gained from the combined reading. 

Mr. Walsh’s book opens with an account of the events which 
led to the split between the American Federation of Labour and 
the C.I.0. Under the guidance of John Lewis, the latter 
organisation was established in 1935 with the object of organising 
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on an industrial basis, large sections of the workers employed in 
industries where trade unionism had not been able to penetrate 
with any success. According to Mr. Lewis, it was never his 
intention, however, to create a movement in competition with 
the A.F. of L. He preferred to see the C.I.0. functioning as an 
additional limb to the parent body, but with the right to 
specialise in the task it had set itself. 

Whatever may have been Mr. Lewis’s intention of the 
relationship between his organisation and the A.F. of L., the 
latter body declared the C.I.0. to be a rival organisation. 
Following this decision, the A.F. of L., in 1936, suspended ten of 
its unions which insisted on retaining their affiliation to the 
C.I.0. The ensuing period has been marked by bitter acrimony 
between the two organisations, making the possibility of a 
reconciliation more difficult than ever. 

Mr. Walsh indicates the success achieved by the C.I.0. by 
reference to the numbers organised in industries in which the 
A.F. of L. has never been able to secure a firm foothold. In 
subsequent chapters he discusses the opportunities to be seized 
and the great difficulties to be overcome by America’s new labour 
movement, which, born of changing economic conditions, may 
become powerful enough to create a new political party within 
the U.S.A. From his study of the American labour movement 
of to-day it is apparent that Mr. Walsh has emerged a convinced 
believer in the efficacy of industrial unionism. 

The greater size of Mr. Brooks’s book, which is written with 
a more discerning eye, has enabled him to include a chapter 
which gives an outline of the development and structure of the 
American trade-union movement. In many respects its evolution 
resembles that of British trade unionism, but there are important 
differences. For instance, when attempts have been made to 
substitute some new form of organisation to replace the old, in 
America the effort has invariably culminated in open conflict 
between the supporters of the status quo and the new order. In 
this country, however, modification in trade-union structure has 
rarely, if ever since 1850, been accompanied by open conflict 
between the contending parties. Moreover, in Britain, only in 
isolated instances have employers resorted to the policy of 
creating company unions for the purpose of combating free trade 
unionism, but in the U.S.A. this weapon has been used on a 
grand scale in an unsuccessful attempt to defeat legitimate trade 
unionism. 

The author reproduces an interesting graph which shows the 
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complicated structure of the A.F. of L. This discloses that it is 
fundamentally different from the structure of its English counter- 
part—the T.U.C.—which consists solely of affiliated trade unions. 
In addition to these, however, the A.F. of L. includes bodies 
similar to our Trades Councils and various kinds of federal trade- 
union organisations which are eligible to vote at the annual 
conventions. Such a structure permits of a duplication in the 
votes cast, and tends to make more difficult the possibility of 
reaching unanimity in policy to be adopted. 

Many observers have recently expressed the opinion that the 
influence of Mr. J. Lewis is declining, and therefore the C.I.0. is 
likely to dwindle into insignificance, like previous organisations 
which have attempted to break away from craft unionism. Mr. 
Brooks has no sympathy for such a point of view. Basing his 
reasons on the increasing numerical strength of industrial workers 
as compared with craft workers, the author affirms that industrial 
unionism in America has come to stay irrespective of the ability 
or power of particular individuals who may have initiated the 


movement. 
L. O’DonNELL 


The Growth of Collective Economy. By F. E. Lawtzy. (London: 
P. 8. King. 1938. 2 vols. Pp. xx + 512 and xv + 470. 
35s. the set.) 

Mr. Law.ey has taken the growth of State intervention in 
economic affairs in recent years as his theme and the whole world 
for his canvas. The result is a compendious work of reference 
by which the author places us considerably in his debt. The 
first volume summarises the various methods by which the State 
has interfered in the internal economic life of a country during 
and since the Great War in an exhaustive list which ranges from 
Great Britain to the Antipodes, from Turkey, Esthonia or 
Switzerland to Paraguay and to Manchukuo. Save for a few 
incidental references, the U.S.S.R. is not included. The second 
volume deals with international co-operation by Governments 
both through the instrument of the League and outside the 
League in the shape of international restriction schemes and 
cartel agreements. While the various types of control are 
catalogued with admirable efficiency, and the author supplies 
commentary from time to time, the list at times grows a little 
bewildering. While formal differences are emphasised, the actual 
functioning of institutions is seldom analysed; and the author’s 
method is strangely uncritical and unselective. Mr. Lawley is a 
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foe of laissez-faire and a fervent advocate of State action and of 
internationalism. For him the most significant trend of recent 
history is that “ the world’s economic life has moved inexorably 
towards a collective basis.” Communism and Fascism are alike 
foes of his foe, laissez-faire. One cannot help feeling that the 
author’s view of history and politics is too simple; as, for 
example, when he comforts himself with the statement that 
“aviation is a force making for internationalisation”’ (p. 425). 
This simple faith leads him to include all action of the State in 
one undifferentiated genus—whether it is marketing boards in 
England, compulsory cartellisation in Nazi Germany, inter- 
national tin control, or public works in U.S.A. or New Zea- 
land—attributing to them all (if in varying degrees) the 
intentions and results that attach to his own ideal. When he 
says that “‘ whatever the machinery adopted the aim must be 
to prevent the exploitation of consumers . . . and the directing 
of production into the most desirable channels” (p. 386), one 
cannot be sure whether he means to be stating a fact or 
defining an ideal. At any rate, he makes little attempt to 
discover whether the control schemes he records have had this 
result and to separate sheep from goats. It is perhaps not unfair 
to add the comment that Mr. Lawley’s Socialism has a curiously 
pre-war bouquet. This might be nothing for a reviewer to praise 
or blame were it not that it seems to have led him to be unduly 
blind to differences that are fundamental while stressing 
resemblances that are often no more than superficial. 
MavricE Doss 
Cambridge. 


Soviet Trade and Distribution. By L. E. Hupparp. (London: 
Macmillan. 1938. Pp. xiv + 381. 12s. 6d.) 


THE subject of this book is one which raises many issues of 
very great interest to economists and outside observers generally. 
Now that rationing has been abolished, how do the Soviet 
authorities manage to reconcile planned production with the 
freedom of the individual to spend his income as he pleases ? 
Is it done by adjusting the prices charged for the various 
commodities? Or can output be regulated sufficiently accurately 
to avoid this, with stocks to even out temporary maladjust- 
ments? Or are the arts of propaganda, salesmanship and display 
used to divert customers away from “ deficit goods” to those 
which are relatively abundant? Or is the consumer’s freedom 
less real than might appear—is he simply told that the shop is 
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“out of” the particular things he wants? In view of the 
divergence of all retail markets from theoretical “ perfection,” 
there are many interesting possibilities, and we should very much 
like to know which one, or which combination, is adopted. 

Unfortunately Mr. Hubbard never really faces up to this 
fundamental issue. He traces the evolution of the distributive 
system from the dark days of War Communism, and then 
describes the various organisations which now plan and carry 
out the distribution of goods in (to quote the preface) ‘‘ somewhat 
tedious detail.” But the description loses much of its value 
through being unrelated to any analysis of the essentia! problem 
involved in “ planning” for a market where buyers are free 
agents. It is not until Chapter XIX that we get a (somewhat 
sketchy) discussion of the question, and we are still left with no 
real answer. 

Even in the descriptive parts of the book a reader may find 
some difficulty in accepting Mr. Hubbard’s professions of 
impartiality at their face value. He shows so much more vigour 
in explaining the limitations to be observed in judging any 
apparently favourable features (such as the low percentage added 
to wholesale prices by the shops) than in reminding his readers 
of the danger of judging Soviet conditions by English standards. 
And one’s confidence is not increased by a number of criticisms 
based on no better authority than “it is said.”1 But it is not 
difficult to make a mental allowance for this factor, and even 
if the wood does not stand out clearly, this part gives us 
an interesting picture of some little-known trees. 

It would perhaps be most charitable to say nothing about 
the last two parts, which are by no means essential (to put it 
mildly) to a work on this subject, and tend to produce the same 
impression as the thirteenth stroke of a clock. In these Mr. 
Hubbard has tried to deduce from a notoriously intractable 
collection of statistics a measure of the changes in the workers’ 
and peasants’ real incomes, and also gives us a review of the 
achievements of Bolshevism. 

The assertion that you can prove anything by statistics is 
more justified in the case of the U.S.S.R. than anywhere else, 
and the best that most readers can do is to check the writer’s 
skill and impartiality in a few cases, and so form a general 
impression of the trustworthiness of his conclusions. As a 
sample we may take the “proof” that investment in agri- 


1 £.g. on p. 199 “ In practice, it is said, a large part of the Director’s Fund 
is devoted to paying premiums or bonuses to the heads of the enterprise.” 
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cultural machinery had produced little result, given on p. 315. 
This consists solely in pointing out the small rise in total 
agricultural output between 1929 and 1935, despite large capital 
expenditure. The facts, mentioned elsewhere, that the invest- 
ment had also released labour for use in other occupations, and 
that the smallness of the rise was largely due to the slaughter of 
livestock are apparently considered irrelevant to an estimate of 
the policy’s success. Worse still, in his general review Mr. 
Hubbard says nothing of such features as improved sanitation 
and education. 

It is sad that so great an opportunity has been missed. Mr. 
Hubbard makes many very pertinent remarks which the rulers 
(and admirers) of the Soviet would do well to ponder deeply. 
He emphasises the need for greater care in selecting schemes of 
construction, contrasting especially the erection of a Palace of 
the Soviets with the lack of adequate housing. He rightly 
insists that the system’s success must be proved by an increased 
output of consumables, rather than of producer’s goods. And 
he effectively (almost too effectively) explodes the idea that 
sectional interests disappear with the elimination of private 
entrepreneurs. But these very just criticisms lose their force 
when mixed up with others less justified by evidence. 

W. B. Reppaway 
Clare College, 
Cambridge. 


The National Income of Hungary. By Matrutas Mato.csy and 
Varaa. Translated by L. Schweng. (London: 
P. S. King and Son. 1938. Pp. vii+ 116, 15s.) 


THE majority of national-income studies are made of countries 
which are highly industrialised. This one, however, is of unusual 
interest, as it sets out in great detail an account of the national 
income of an agricultural country. It is an English edition, 
rewritten and expanded, of a Hungarian work which appeared in 
1936, and which carried on and developed the pioneer work of 
Professor de Fellner by covering a longer period of years and by 
adding supplementary estimates. 

The authors state in their introductory chapter than in 
general they follow the definitions adopted by Mr. Colin Clark, the 
most important point of difference being that they do not regard 
“ the services provided by the State on a non-profit-making basis ” 
as part of the national income, because the machinery for main- 
taining order and public administration, local administration and 
No. 192.—voL. XLVI. 3D 
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education, including the whole civil service, do not produce values 
above the whole of consumers’ goods, but only maintain the 
present economic and social order, and the level of production. 
In other words, these services are already counted in the value of 
consumption goods, or may be considered in relation to the 
population in the same way as maintenance and repair to machines. 
This categorical exclusion seems questionable when the authors 
admit that the services of Government officials are useful and, 
further, when they include the incomes of professional workers. 
When this point has been reached, it seems only a step to the 
exclusion of the minimum necessary amounts of food, shelter, etc., 
from the national income, because they are necessary in the same 
way for the maintenance of industrial activity, or, alternatively, 
required simply to maintain human capital intact. Another 
difference from Mr. Clark is that the value of unpaid domestic 
work performed by housewives is also quite logically estimated 
and included. Proceeds of indirect taxation are added to the total 
net contributions of each industry on the basis that if this were 
not done, no account would be taken of price changes arising 
from this form of taxation. Although the authors state that the 
above is not the view of Mr. Clark, he does in fact now endorse 
it (“National Income and Outlay,” p. 12). In contrast to 
previous work in Hungary, incomes of the professional classes 
are included in the national income, as they are in this country, 
though, owing to lack of information, they cannot be estimated 
with any great degree of accuracy. 

Hungary is a country with a wide range of statistics on many 
subjects. On these the authors draw freely, but they are far 
from being afraid of making estimates wherever actual data are 
missing, and the phrase “in the opinion of experts” appears on 
almost every page. The figures have been compiled to measure 
national income from the point of view of utility and changes in 
real activity, and are not arranged in such a way as to be especially 
useful for econometric analysis. There is no attempt to measure 
gross investment or gross income. Great attention is given to 
the derivation of the net contribution of each branch of activity 
to the total of income. The outputs of Agriculture (crops, live- 
stock, wine, fruit, timber, minus the value of industrial goods 
used in agriculture), Mining and Smelting, Industry (manufactur- 
ing and domestic), Transport and Communications, Distribution, 
Price increasing effect of taxes, Buildings, Entertainment, 
Domestic work, together with International payments and the 
Value of new capital, are considered and estimated separately. 
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The various amounts are afterwards calculated on the basis of 
average prices 1924-7 to give an estimate of the changes in volume 
of the national income. This method, previously untried, gives 
instructive results. Two criticisms might be made. The first— 
and here the authors agree—that the omission of all invertories 
is likely to be a substantial error, as can be seen by reference to 
other countries, and impairs the value of the estimates, especially 
at times of rapidly changing trade conditions. The second that 
the counting in each year of the value of rentals of existing houses, 
and the value of new houses added that year as well, seems to 
involve double counting when longer periods than a year are 
considered. 

This is a valuable and careful work. There is a considerable 
range in the probable accuracy of the contributing items—some 
are very good, some very shaky—but the authors make no 
attempt at concealment. The English style and presentation of 
the results by Dr. Schweng are of the highest order. 

RicHARD STONE 


Food Planning for Four Hundred Millions. By RADHAKAMAL 
MvKERJEE. (London: Macmillan. 1938. Pp. xvi + 267. 
7s. 6d.) 

The Changing Face of Bengal—a Study in Riverine Economy. 
By RapwakaMAL (Calcutta: The University 
Press. 1938. Pp. viii + 293.) 

Trends of Agriculture and Population in the Ganges Valley. By 
BIRENDRANATH GANGULI. (London: Methuen. 1938. Pp. 
xviii + 315. 18s.) 

Industrial Enterprise in India. By Nasacorat Das. (London: 
Humphrey Milford. 1938. Pp. vi+ 174. 10s. 6d.) 

India’s Balance of Indebtedness. By Y. 8S. Panprr. (London: 
Allen and Unwin. 1938. Pp. 210. 10s. 6d.) 


TuEsE five books are symptomatic of the great increase during 
recent years of interest in the applied economics of India and of 
the literature that it has called forth. They all, from substantially 
different angles, add to our knowledge of the workings and 
deficiencies of the present economy. Professor Radhakamal 
Mukerjee has long made the problems of India agriculture and 
population his own. In the first of these two books from his pen 
he is engaged in bringing together the results of biological studies 
of Indian dietaries and requirements and the knowledge available 


regarding agricultural output. In a country in which national 
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income statistics are so difficult to compute, and in which the 
price differences between the village and the large town are so 
considerable, this method of measurement of the sufficiency of 
the national dividend is probably more illuminating than any 
other. In a book packed with material it is never difficult to 
discover possible minor points of criticism. The dependence of 
the estimates of food production upon not highly reliable crop 
estimates is perhaps insufficiently stressed. An occasional figure 
would appear to involve a slip in calculation. Thus the annual 
cost to India of the incidence of malaria is estimated (p. 38) at 
Rs. 10,600 millions (roughly £800 millions), whereas the supporting 
argument would suggest a figure of about Rs. 1,300 millions 
(about £100 millions). But the main results seem impregnable. 
Even if lower estimates of the basic metabolism of Indians permits 
the assumption that the average food requirement of an adult 
male is some 400 calories per diem below that of a western 
European, there is a food deficiency for India as a whole of the 
order of 12 per cent. The bogey of Malthus, that has been so 
thoroughly exorcised from Europe that population growth has 
now become an end of policy, still retains its pristine diabolism 
in India. 

Professor Mukerjee’s second book is concerned with the 
economy of the continually changing Ganges delta. The author 
shows how in the passage of time the river-channels have been 
modified, how an agriculture has been developed upon the basis 
of an annually recurrent process of the deposition of silt and the 
scouring both of the cultivated lands and of the channels them- 
selves by the flood waters, how finally increasing deposits of silt, 
on the one hand, the interruption of this annual scouring, on the 
other, by railway and road embankments and by failures to dredge 
where necessary, have impaired this system and have encouraged 
the spread of malaria and other diseases. Professor Mukerjee 
pleads for the establishment of a Ganges River Commission, 
endowed with powers similar to those of the Mississippi River 
Commission, to arbitrate between the different interests of 
irrigation and communications, to control erosion, create 
reservoirs, re-dredge and reconstruct channels, and build the 
necessary dams and weirs. Without some such control he 
foresees nothing but diminishing standards of living and of health 
and increasing dangers for the hundred and twenty-five million 
persons whose existence depends upon the river. 

Dr. Ganguli, Reader in Economics in the University of Delhi 
and a nephew of Professor Mukerjee, is concerned with broadly 
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similar problems over the whole length of the Ganges valley. He 
is less interested than Professor Mukerjee in the physical changes 
in the river itself, more in the process of economic adaptation to 
the physical environment in different parts of the valley. The 
important differences are those of climate and rainfall rather than 
of soil. Indeed throughout northern India population can be 
regarded as a function of water supply, if both rainfall and well 
and canal irrigation are included. There is, however, as Dr. 
Ganguli points out, another important factor. ‘The density of 
population, which depends so much on the stability of agricultural 
economy, is profoundly influenced by agricultural security. 
Experience shows that population has a tendency to decrease in 
those agricultural tracts which normally receive a scanty rainfall 
and are liable to drought, and in which, at the same time, farmers 
cannot offer increasing resistance to it by means of protective 
irrigation works. . . . In regions of very heavy rainfall agriculture 
is secure, as there is little danger of deficiency of rainfall, and even 
a substantial shortage sometimes becomes a matter of indifference. 
In certain portions of the Ganges plain, however, while the normal 
rainfall is heavy, its bad distribution leads to crop failure and 
famine, because the timing of agricultural operations and the 
growth and maturity of crops are so delicately adjusted to 
favourable meteorological conditions that failure of rainfall at 
the critical time ruins the winter rice crop which is the only 
important food crop.” 

The valley may be divided conveniently into three sections. 
The upper part down to the confluence of the Ganges and Gogra 
above Patna, lying mostly in the United Provinces, the middle 
part lying mostly in North Bihar, and finally the Ganges delta 
itself. These are in turn surveyed district by district; types of 
agriculture and of crops, and the extent of double cropping are 
described, rainfall and dependence upon different forms of water 
supply are analysed, and the whole related to population densities 
in the individual districts. It is perhaps greedy to ask for more 
at such a feast of facts, but a rainfall map would have been of 
great help to any reader who has not, as he should have, an atlas 
at his side. 

Dr. Nabagopal Das’ book is described as an abridgment and 
adaptation of a doctorate thesis in London University. The 
author has been more than usually successful in the difficult task 
of turning a thesis into a book. It gives us a readable and inter- 
esting account of a problem that is of great importance. Its 
subject matter—somewhat more limited than the title would 
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suggest—is that of the supply of capital and entrepreneurship to 
Indian industries. Dr. Das examines in detail the history and 
workings of the managing agency system, and while severely 
critical of certain of its abuses, finds more to be said in its defence 
than had Dr. Lokanathan and one or two other recent writers on 
the subject. He draws attention to the very significant growth in 
the number of registrations of private companies, and finds 
grounds for hope of an increase in the supply of Indian entre- 
preneurs outside the circle of the managing agency firms. He 
would, however, regard an extension of the number of entre- 
preneurs and of industrial experts generally as one of the chief 
needs of the country, and urges his fellow countrymen to be more 
prepared to make the best use of available resources and conditions 
and less inclined to complain of their limitations. A very valuable 
chapter examines the new Indian Companies’ Amendment Act. 
The author finds no reason to expect that a restriction of certain 
malpractices will lead to any substantial decline in the managing 
agency system, so far as real advantages and virtues reside in it. 
Mr. Pandit’s book represents an attempt to apply to the 
problems of India the technique developed by Professor Viner in 
connection with his study of Canada’s Balance of Indebtedness. 
It is, indeed, by no means easy without Professor Viner’s book to 
follow the system of reasoning underlying some of the calculations, 
and a reader might well suspect that some of Professor Viner’s 
methods have been applied somewhat uncritically to another, and 
different, set of data. Thus Canadian imports are valued f.o.b. 
at the foreign port of shipment. Allowance must therefore be 
made for freight and insurance, and Professor Viner has developed 
a method of estimating that allowance. In India imports are 
valued c.if. Mr. Pandit, instead of thanking his stars for this 
simplification of his problem, proceeds to make complicated 
(and somewhat uncertain) deductions in his first chapter to reduce 
the imports to the f.o.b. values, and subsequently laboriously 
add on again these deductions, where he might have made a 
more simple and direct allowance for the freights paid to foreign 
shipping in the coastal trade. Nor is it easy, as it should be in a 
book of this character, to check Mr. Pandit’s calculaiions and 
reasonings by constant cross-reference. Toa book which contains 
thirty-three numbered Tables and several unnumbered, there is 
no list of any sort of Tables and Charts, and a most inadequate 
index. Thus verification of any point is exceedingly laborious. 
It is a pity that these minor defects and irritations have been 
allowed to mar what is in many ways an exceedingly interesting 
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piece of work, and one which will repay the study of anyone 
interested in the processes of price adjustment. The period 
1893-1913 which Mr. Pandit has studied is the classical laboratory 
experiment in the workings of the gold-exchange standard, and 
Mr. Pandit’s work amplifies in important respects our under- 
standing both of that system and of the process of relative price 
movements under a more orthodox gold standard. His results 
would appear to support the view that ‘“ the true causal sequence 
ran during the period from the growing and intense demand for 
a number of Indian products, supplemented by foreign borrowings, 
through an increase of currency, to the general rise of prices 
in India.”’ 
AusTIN ROBINSON 
Sidney Sussex College, 
Cambridge. 


NOTES AND MEMORANDA 


Tue VALUE OF LIFE 


His Majesty’s Judges, with occasional help from juries, have 
recently been engaged in the difficult task of assessing damages 
as compensation in money for the loss of expectation of life of a 
human being. In practice, the type of case in which the question 
arises, and may be expected to arise, most frequently, is that 
founded on a road accident, commonly called a running-down 
case. Experience has unhappily shown that another source of 
litigation, which may be expected to raise the same question, is 
that arising from accidents to workmen occurring during their 
work, where the claimants do not utilise the Workmen’s Com- 
pensation Acts. Both types of actions are in law actions for 
negligence, which is a Tort, although a claim for breach of con- 
tract may often be joined. 

However it arises, the question is, supposing A to be responsible 
in damages for shortening the life of B, what is the amount of 
damages he ought to pay? These damages will be due to B, if 
he is alive at the time that the action is brought, and to his estate 
if he is then dead. 

This question has recently assumed great importance in these 
circumstances. In 1934 a case called Flint v. Lovell decided that 
a plaintiff alive at the time of the trial could recover damages 
for loss of expectation of life, due to injuries caused by the neg- 
ligence of the defendant. Such damages had not before this 
been awarded, at any rate expressly. 

In 1934 the Law Reform (Miscellaneous Provisions) Act was 
passed. This Act enabled nearly all causes of action vested in 
a person to survive his death, for the benefit of his estate. This 
was a new departure in the case of Torts, although since 1846, 
under the provisions of the Fatal Accident Act, if a person is 
killed, certain near relatives have a cause of action if the deceased 
would, had he been merely injured and not killed, have had a 
cause of action. The damages are divided among the relatives 
according to their loss as dependants. This Act was, and is, 
called after its promoter, Lord Campbell, the celebrated Lord 
Chancellor and biographer. It will be observed that the dis- 
tinction between Lord Campbell’s Act and the Law Reform Act 
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of 1934 is that, under the former, a fresh cause of action arises at 
death, whilst under the latter an old cause of action survives a 
death. 

On August 4, 1934, a young woman aged twenty-three, 
named Mable Alice Rose, was severely injured in a road accident 
through the negligence of one, Ford, and she died a few days 
later. The girl’s father brought an action which reached the 
House of Lords in 1937. There Mr. Rose, as his daughter’s 
administrator, was held entitled to recover £1000 under the 1934 
Act, on behalf of her estate, for her loss of expectation of life. 
Flint v. Lovell was accordingly held to be rightly decided, and 
was extended to cover a case where an action was brought after 
the death. In view of the large number of fatal accidents in 
public places and where people are at work, in many of which 
negligence can be alleged—and negligence for this purpose in- 
cludes breach of a statutory duty for the protection of work- 
people—it follows that the cases of Flint v. Lovell and Rose v. 
Ford are of the greatest importance. 

The law as settled by Rose v. Ford is clear enough; the 
difficulties arise in applying it. First of all, is it possible to 
arrive at the value of a person’s expectation of life in actual 
money? The Lord Chief Justice, Lord Hewart, in the recent 
case of Walton v. Jacob, in summing up to the jury told them that 
it was not merely that no sum was large enough to compensate a 
man of position for submitting to a violent end, but that the mind 
recoiled from such a problem. Incidentally in that case, which 
was concerned with the death of a young man aged twenty-one, 
apprenticed in the drapery trade, the jury “ after a short retire- 
ment,” awarded £1929 14s. for the loss of expectation of life. 
They arrived at this figure by awarding £2000, which included 
special damages of £70 6s. Juries are not apt to be unduly 
perturbed with this sort of problem. It is when an attempt is 
made to submit the question to some sort of scientific treatment 
that the difficulties arise. 

Thus, in a recent case, Mr. Justice Langton had to consider 
claims arising on the deaths from drowning of nine French 
sailors as a result of a collision between ships at sea. Starting 
with the figure at £1000 as being suitable to the case of a girl of 
twenty-three, the learned Judge made certain deductions on 
account of the hazardous nature of the occupation in which the 
men were engaged, and also on account of the damages that had 
been awarded under Lord Campbell’s Act. He then grouped the 
claims according to the ages of the deceased men in decades, 
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giving less in respect of those in the forties than those in the 
thirties, and less in respect of those in the thirties than those in 
the twenties. 

Although, to take into account the hazardous nature of the 
occupations, the amount of damages awarded to dependants and 
the difference in ages is eminently reasonable and just, it is 
respectfully submitted that the method of classification according 
to ages in decades was not altogether satisfactory. Thus, in 
respect of a man aged twenty-three, £400 was awarded, of a man 
aged thirty-seven—£350, of a man aged forty-one—£300, and of 
a man aged forty-four—£300. So that in one case a difference of 
fourteen years resulted in a deduction of £50, whereas in another 
case four years was sufficient for a deduction of the same amount, 
though proportionately larger, and in another case a difference of 
three years made no difference in the award. 

Whilst it is no doubt easy to be critical, when it comes to 
indicating the proper principles upon which assessments should 
be based the matter becomes far more difficult. In the first 
place, ought the damages to be equivalent to what the deceased 
would have accepted as adequate compensation for the shortening 
of his life? In many cases, as Lord Hewart pointed out, there 
is no sum which would be adequate. For example, take the case 
of a middle-class man aged forty, with an income sufficient for his 
needs and that of his family, of good health and with no serious 
worries, who will leave his family well provided for on his death. 
There is no sum which would compensate him for his loss. On 
the other hand, there might be cases in which compensation 
would be adequate. The injury is loss of expectation of life. 
Now, a case could arise in which a man aged, let us say, twenty- 
five, alive at the time of the trial, of whom the evidence establishec. 
that before the accident he had an expectation of life of thirty- 
five years, and thereafter an expectation of twenty years, and that 
he was a casual labourer averaging 30s. a week, with a wife and 
three children to keep. Would £10,000 compensate such a man ? 
It is suggested that it would more than compensate him, not when 
he lay dying twenty years hence, but at the time of the accident, 
or at the time of the trial. 

Cases do arise where men are willing to sacrifice their lives 
at once in order that their estate may profit. Thus one Major 
Beresford recently committed suicide in order that his creditors 
might get the insurance money on his life. The creditors did not 
get the money, in fact, but the point is that a man did sacrifice 
his life, immediately, for a monetary benefit to his estate, and 
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when sane—for a jury expressly so found. Insurance companies 
could point to numbers of cases in which people have killed them- 
selves so that their dependants could get the life-insurance money. 

Nevertheless, the fact that certain people will, in certain 
circumstances, accept a relatively low sum for the loss of their 
lives does not furnish us with a subjective test. Suppose, for 
example, A is pressed by creditors, has a wife and children, and 
is worried as to how to provide for them, and suppose him to be 
insured for £10,000, a sum sufficient to pay his debts and leave 
sufficient to provide for his family. A is killed in an accident 
owing to someone’s negligence. The insurance money has to be 
excluded from consideration by the express provisions of the 
1934 Act. Is it right for a jury to say, “ Here is the case of a man 
who might be expected to take his life for the insurance money, 
we will award £10,000’? The answer is clearly “ No,” for A did 
not in fact take his life. The test on the assumption that he did 
is not, therefore, a subjective test, but an attempt to classify— 
that is, to put A in a category. But if he is put in a category, 
why in that of a suicide, why not in that of a person who, sur- 
mounting his difficulties, lives to a ripe old age, strengthened by 
his earlier misfortunes in character and mind ? 

Although a subjective test is not satisfactory, a purely im- 
personal test is also unsatisfactory. Indeed, such a test must 
give the same for everybody, for if a different sum is given, to 
take an example, for a man than for a woman, to some extent the 
test is subjective, since the sex of the deceased must be considered. 
It therefore seems clear that a test which is a compromise between 
the two is desirable, and, indeed, necessary. 

Another matter to notice is, that although strictly speaking 
the means of the defendant are irrelevant, in practice they can- 
not be ignored. The principle of damages is to compensate the 
person injured or his estate for the injury suffered. (We need 
not here consider punitive or exemplary damages.) This has 
nothing to do with the defendant’s means. In practice, however, 
it is idle to award a sum that the defendant cannot be expected 
to pay. The judge or jury is not told whether the defendant is 
or is not insured, although in running-down actions and in most 
accidents to workmen there is a strong presumption that the 
defendant is insured, as all judges and most juries know. In 
such cases higher sums can be awarded, but not fantastically 
high sums. If juries got into the habit of awarding £100,000, 
they would drive the accident insurance companies into liquida- 
tion, and thereafter injured parties would have to rely on the chance 
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of finding wealthy defendants, or the intervention of the State. 
In practice sums above £10,000 should not be awarded, save in 
exceptional cases. 

The Courts will no doubt work out a way of dealing with 
this problem something on these lines. It will be assumed that 
in nearly all cases the monetary compensation will not be such 
as the deceased would have accepted in exchange for his life. 
Nevertheless the sex, age, income, prospects, mental outlook 
and health of the deceased will be considered. Thus in Walton 
v. Jacob, the deceased’s father gave evidence without objection 
that the deceased was a youth aged twenty-one, of happy dis- 
position, popular and with no special worries. He also dealt with 
the dead boy’s prospects. Finally, the capacity of the defendant 
to pay the damages awarded will not be disregarded. 

Although there is no authority for the view at present, we 
also think that the means of the deceased must have some weight. 
To this extent the subjective test will be applied. For although 
the damages will not be adequate compensation, the fact that 
money has less real value to a rich man than to a poor man must 
to some extent be considered. 

On such common-sense, stolid, unimaginative lines this some- 
what difficult problem will no doubt be solved. Nevertheless 
the question is an intriguing one, not only to economists, psy- 
chologists and those who have had the misfortune to be in 
accidents, but also to the public as a whole. 

J. MeyLer SyMMoNs 


THE Forwarp Price or GoLp 


THE forward market in gold is the most recent addition to the 
technical equipment of the London financial market. It de- 
veloped after the suspension of the gold standard in 1931, but its 
activities were handicapped until May 1938 by the unofficial 
embargo on non-commercial forward gold transactions, and also 
by the unofficial embargo on lending on the security of gold. 
This latter embargo affected the forward gold market because 
time arbitrage in gold is financed largely by borrowed money. 
Since the removal of both embargoes last May, the forward gold 
market has assumed very considerable importance. Notwith- 
standing this, very little is known about it outside the bullion 
market, partly because the existence of the forward market in 
gold has never been officially recognised, and partly because 
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bullion-dealers go out of their way to avoid publicity on forward 
operations. 

Most of those who are aware of the existence of a forward 
market in gold believe that this market exists purely for the 
convenience of speculators. In reality, business in forward gold 
is transacted for a variety of purposes, such as :— 

1. Covering or hedging against exchange risk in exchanges 
which have no forward market. 

2. Covering or hedging against exchange risk when the 
prospective buyer or seller of commodities does not know in 
advance which country he is likely to operate with. 

3. Covering or hedging against an all-round devaluation of the 
leading currencies. 

4. Speculative transactions in anticipation of such an all- 
round devaluation. 

- 5. Time arbitrage transactions (spot gold against forward gold 
or short forward gold against long forward gold). 

Even though from time to time increased speculative activity 
in forward gold may provide a source of embarrassment, the 
existence of a forward gold market is amply justified by the volume 
of legitimate commercial and financial operations, especially at 
times when none of the currencies can be absolutely relied upon. 
The facilities provided by the forward gold market are, however, 
far from adequate, largely owing to the relatively small number 
of dealers interested in forward gold operations. The forward 
price of gold is still largely a matter of negotiation, just as the 
forward exchange rates were during the early days of the develop- 
ment of the forward exchange market. Since every dealer fixes a 
limit to the amount of forward gold transacted with any other 
dealer, the smallness of the number of dealers necessarily limits 
the total of transactions. Apart from this, however, the technique 
of the forward market in gold is fairly developed. It is now possible 
to deal in London for periods of anything up to twelve months, 
and there is no difficulty in finding a counterpart for odd dates. 
There is also a fair turnover in long against short forward gold 
operations. 

In many ways the technique of the forward gold market is 
similar to that of the forward exchange market. During periods 
of one-sided buying or selling pressure, the counterpart is provided 
by time arbitrage. When, as a result of buying pressure, forward 
gold goes to an attractive premium, arbitrageurs buy spot gold 
and sell it forward. When, owing to selling pressure forward, 
gold goes to a discount, the owners of hoarded gold are induced to 
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sell spot gold and repurchase it for forward delivery. A notable 
difference between the technique of the forward gold market and 
that of the forward exchange market is that while in exchange 
arbitrage overdrafts play an important part, in gold arbitrage it 
is impossible to borrow spot gold at rates which allow a margin 
of profit for arbitrageurs. This difference is presumably tem- 
porary. If the prevailing monetary uncertainty continues, an 
active market for borrowing and lending gold will probably develop. 

It is far from easy to follow closely the fluctuations in the 
forward price of gold. Apart from the fact that prices are largely 
a matter of negotiation, and that the prices quoted at the same 
moment for various prospective buyers or sellers vary very widely, 
dealers are always reluctant to give information to the Press 
about forward gold prices, which are hardly ever published. 
Nevertheless, from the general trend of forward gold prices, it is 
possible to deduce the following rules :— 

1. The equilibrium level of the forward price of gold tends to 
be at a slight premium compared with the spot price. This is 
because the holding of spot gold involves a loss of interest and 
the cost of storage and insurance. Thus arbitrageurs who sell 
spot gold and repurchase it for forward delivery can afford to give 
away a premium, since they earn interest on the funds realised, 
or avoid paying interest on the funds formerly invested in their 
gold holding, and also save the cost of safe keeping. On the other 
hand, arbitrageurs who sell gold for forward delivery and cover 
themselves by buying spot gold, lose interest and incur the expense 
of safe keeping, and have to be compensated for their loss by a 
premium which is at least equal to their expenses. Thus, in 
the absence of any one-sided buying or selling pressure on forward 
gold, its premium tends to be equal to the interest rate obtained 
on money for the period concerned, plus the cost of safe-keeping. 

2. When there is an acute selling pressure on forward gold, 
its premium tends to fall below its equilibrium level, and the price 
may even go to a discount, because arbitrageurs to provide the 
counterpart for speculative or commercial operations are not 
readily forthcoming. Owners of gold are no longer prepared to 
give away a premium corresponding to the equilibrium level of the 
forward gold price, partly because the real or apparent risk of the 
operation increases, and partly because the relation between supply 
and demand changes in their favour. It was owing to the 
reluctance of owners of gold to undertake time arbitrage that the 
speculative selling of forward gold led to a large discount during 
the gold scare of 1937. 
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3. When there is an acute buying pressure on forward gold, 
the premium tends to widen beyond the equilibrium rate. The 
apparent or real uncertainty of the prospects induces the party 
who, owing to the changed relation between supply and demand, 
is in the stronger bargaining position to cover himself against the 
increased risk involved in committing himself in a gold arbitrage 
transaction. 

4. There is no parallel between the movements of the forward 
price of gold and those of the forward rate of a gold currency such 
as the dollar. On the contrary, the dollar being virtually the 
only gold currency, there is a tendency for the rates to move in 
opposite directions, since in many instances they provide alter- 
native facilities for covering, hedging and speculation. A wave 
of distrust in gold tends to stimulate demand for forward dollars, 
while a wave of distrust in dollars tends to stimulate demand for 
forward gold. Thus during the gold scare of 1937 forward dollars 
were at a relatively wide premium, while forward gold went to a 
heavy discount. On the other hand, during the dollar scares of 
1937 and 1938 the premium on forward dollars fell, while forward 
gold went to a wide premium. 

The forward price of gold is not sufficiently fine and elastic 
to be influenced by technical factors such as a temporary rise or 
fall in the spot price of gold beyond the gold points (represented 
in the present circumstances by the American shipping parity 
and a premium of about ls. 10d. over that parity). Regarding 
long-range tendencies, it seems correct to say that an upward 
trend of commodity prices tends to reduce the premium on forward 
gold, or even to bring about a discount, owing to fears of a cut in 
the price of gold, while a downward trend of commodity prices 
tends to increase the premium above the equilibrium level, owing 
to the anticipation of a devaluation of currencies in terms of gold. 

Ernzie 


Tue BritisH AssocraTION SEcTION F, 


THE meeting of the British Association at Cambridge was a 
great success. Section F was happily and appropriately housed 
in the Marshall Library, and its meetings were well attended, 
a number of overseas economists being present. Mrs. Marshall 
accepted the office of Vice-President of the Section for the period 
of the meeting. In the Association as a whole there was con- 
siderable discussion of the proposed new Division on the Inter- 
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national and Social Relations of Science. The programme of the 
Section provided an interesting comment on this. 

One of the most successful mornings was given to the dis- 
cussion of three papers, by Messrs. Shove, R. L. Hall and 
McDougall, on the face of them purely theoretical, on various 
aspects of cost, but Lord Stamp remarked that he had rarely 
heard papers which touched more closely on problems of daily 
business practice. Other papers reflected the downward turn 
of business. Sir William Beveridge gave the results of an 
investigation into the course of unemployment in a hundred 
different industries, made with a view to discovering the timing 
of upturn and downturn. As to remedies, Mr. Keynes advo- 
cated a policy of Government storage of food stuffs and raw 
materials, partly as a means of mitigating fluctuations. Mr. 
Bretherton, pointing out that local authorities’ investment 
varied with, rather than counter to, the indices of private 
business activity, examined the difficulties of the more limited 
objective of stabilising it. Mr. Guillebaud gave a favourable 
account of the methods by which Germany had increased invest- 
ment, raised incomes and reduced unemployment. 

Some of the papers were interesting examples of the current 
use of statistical methods to test points of theory. Professor. 
Tinbergen showed how multiple correlation methods could be 
used to test trade-cycle theory, and Dr. Marschak described the 
methods used to measure labour mobility in the Oxford area, 
claiming that, although the conclusions from the limited data 
were not very novel, the hypotheses should be tried on more 
general material. Mr. Tress argued that a policy of diversifying 
industry to mitigate local concentrations of unemployment 
required a definition of optimum diversity, and applied this to 
data drawn from specific areas. The topics discussed during the 
meeting, and the varied methods used were, in fact, apt illustrations 
of an admirable Presidential Address by Mr. R. F. Harrod on 
“The Scope and Method of Economics,”’ which was both catholic 
in its view and an able defence of the economist’s central position. 

Other papers included one by Mr. Walker, whose vigorous 
criticism of the operation of the Road and Rail Traffic Act stimu- 
lated a number of people to defend the position of the railway 
companies, though some members were apparently not convinced 
that the “ fair ’’ competition they demanded meant any effective 
competition at all. On the final morning the Section turned to 
theory again, Mr. Barrett Whale and Professor Roll discussing 
various aspects on the theory of international trade, and Mr. Radice 
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provided a mathematical analysis of the relation of saving to 
investment based on British data. 

The Section gave an afternoon session to sociological aspects 
of economic institutions, the discussion being opened by Professor 
Ginsberg and Mr. Marshall. 

The Research Committee, which had previously published 
Britain in Depression, terminated its work by presenting its 
report on Britain in Recovery, the two volumes together providing 
a survey and data respecting the major British industries for one 
complete trade cycle. 

The next meeting of the Association will be held at Dundee. 
Offers of papers and other communications respecting the work of 
the Section should be addressed to Professor P. Ford, University 


College, Southampton. 


OBITUARY 


ALFRED Hoare (1850-1938) 


WE much regret to record the death of Alfred Hoare on 
November 6, 1938, two days after his eighty-eighth birthday. 
He was elected to the Council of our Society in our first year, 
and had served without a break since 1892. He was Auditor of 
the Society in 1907, and had been our Honorary Treasurer for 
the past quarter of a century. 

He was born on November 4, 1850, the fifth son of Henry 
Hoare, head of the historic banking family. At Eton he won 
the Tomline Prize for Mathematics, and came up to St. John’s 
College, Cambridge, as a scholar, graduating as 14th Wrangler in 
1873. He was a close contemporary of H. 8. Foxwell, whom he 
knew well as an undergraduate, but his main interest in economics 
came later. He never took any pride in his mathematical 
achievements; in his old age he used to say that he regretted the 
time he had given to them, and wished he had spent it on the 
Classics. He then studied medicine, and qualified as a surgeon, 
but never took his medical degree, accepting instead an invita- 
tion to go into the family bank in Fleet Street. He always 
considered this a good thing, saying that he would never have 
made a good doctor, as he had no faculty at all for “ guessing.”’ 

In 1882 he became a partner of Hoare’s Bank, and so remained 
up to his retirement in 1925. Hoare’s Bank is now the sole 
survivor of the private banks out of which British banking has 


evolved, and Alfred Hoare was one of the few men still privileged 
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to occupy in the twentieth century the secure and esteemed 
position of the private London Banker, eulogised by Bagehot in 
1870 in Lombard Street in words peculiarly applicable to his case. 
The reader will forgive me for taking what is perhaps the last 
occasion of perfect suitability for quoting so familiar a passage. 


He was supposed to represent, and often did represent, 
a certain union of pecuniary sagacity and educated refine- 
ment which was scarcely to be found in any other part of 
society. In a time when the trading classes were much 
ruder than they are now, many private bankers possessed 
a variety of knowledge and a delicacy of attainment which 
would even now be very rare. Such a position is indeed 
singularly favourable. The calling is hereditary; the credit 
of the bank descends from father to son; this inherited 
wealth soon brings inherited refinement. Banking is a 
watchful, but not a laborious trade. A banker, even in 
large business, can feel pretty sure that all his transactions 
are sound, and yet have much spare mind. A certain part 
of his time, and a considerable part of his thoughts, he can 
readily devote to other pursuits. And a London banker can 
also have the most intellectual society in the world if he 
chooses it. There has probably very rarely been so happy 
a position as that of a London private banker; and never 
perhaps a happier. It is painful to have to doubt of the 
continuance of such a class, and yet, I fear, we must doubt 
of it. 


The Bank had been carried on as a family business since 
1673, handed down from father to son, until to-day the ninth 
generation in unbroken succession in the male line is represented 
in the partnership. In 1690 they moved to Fleet Street, just 
outside Temple Bar, and there they have remained ever since, 
uncomplicated by branches,? unseduced by amalgamations, un- 
disturbed by any process of change, unshaken by the financial 
crises of two and a half centuries, being put to no hazard by 
excessive ambitions or too much talent for “ guessing.” They 
banked for Samuel Pepys, John Evelyn, Narcissus Luttrell, 
Roger North, John Dryden; for Harley, Halifax and Godolphin. 
Eton College opened their account in 1714. As Bursar of King’s 
I myself have an account with them set up more than two 
hundred years ago; and for nearly a quarter of that period 
Alfred Hoare was spending his days there. And also his nights; 
for the partners of Hoare’s Bank have never given up the old 

1 The actual books are available from this date, but it is just possible that 


the business in fact goes back to John Hoare who was a goldsmith in 1597. 
2 Except, alas! that a branch has been lately opened in Park Lane. 
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practice that one of them must sleep over the shop, opening the 
door in person for the morning’s business. For many years 
Alfred slept in Fleet Street for three nights a week, and would 
show one the paved garden behind the bank, with a bathing-pool 
at the end of it, where he would take his morning dip. 

There ensconced, occupied, but not unduly occupied, in 
banking hours, he was free to lead the life of a scholar and a 
cautious but warm lover of his fellow-men. He represented 
Holborn in the first London County Council as a Progressive, 
becoming Chairman of its first Finance Committee and an Alder- 
man of the second Council. He was one of the founders, or at 
least a very early member, of the Charity Organisation Society, 
in which he was always keenly interested. He was a pioneer in 
the provision of decent working-class dwellings at a reasonable 
rate, being one of the originators of the East-End Dwelling 
Company and of the Tenement Dwellings Company, remaining 
Chairman of the latter for 52 years, up to the time of his death. 
But, with his powers of patient industry unexhausted, it was 
the call of scholarship which was eventually the strongest. There 
came a time when he gave up every activity, as far as he could, 
to devote all his spare hours to compiling an Italian-English 
Dictionary, undaunted by his having at the outset no special 
knowledge of Italian. Rising at dawn in the deserted bank and 
beginning work at 4 a.m., for eight years he was continuously 
occupied, keeping half of the alphabet at the Bank and half at 
home. Like Johnson, he explained his plan in a preface, dis- 
tinguishing obsolete words, local words, and words derived 
from “ folk-Latin.”” He had never written a book before, and 
embarked upon publication with diffidence. But the Dictionary 
was accepted by the Cambridge University Press in 1911, and 
published in 1915, and quickly established itself as a standard 
work of reference. It was followed in 1919 by A Short Italian 
Dictionary in two volumes (Italian-English and English-Italian), 
each of which has been reprinted many times. 

He read a good deal, and, like Edgeworth, almost entirely in 
Economics and Classics, being particularly fond of Homer and 
Dante. After the War, when the Dictionary was finished, his 
chief interest was shifted to Economics. He was an assiduous 
reader of all the recent theory, but was impatient of anything 
which seemed to him to fail in establishing its relation to practice 
and actual fact. His unconventional and unprejudiced mind 
was happily joined to his natural caution and bias towards 


individualism in determining his attitude towards controlled 
3E2 
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inflation and the growth of the national debt, the subjects of his 
particular interest. He was the delightful type of the “ crank ” 
under iron control, the habit of cautious action damping the free 
heresy of his mind. He wrote several short pamphlets, including 
one entitled The National Needs of Britain (reviewed by Edge- 
worth in the Economic JournaL, Vol. 31, p. 91). In the past 
year, when he was 87 years old, he spent much time on my General 
Theory of Employment, being in frequent correspondence with me 
about it. His last contribution to the Journal, which was a 
by-product of this, is printed in “‘ Current Topics,”’ p. 760 below. 
On my admitting the usefulness of his terms, but complaining of 
their lack of euphony, he invented another set, still queerer to 
the ear! The day before he died, he wrote me a letter from 


which the following is taken :— 


I hope you are pretty well, which I am not, having been 
88 yesterday and developed a heart. It is probable, though 
not certain, that we may not meet again. Please read this 
letter to our people next Thursday. Our Society was 
founded as a kind of offshoot of the Statistical and to develop 
the dynamic aspect, as Harrod calls it, of that Society 
without having any special statistical features. So what I 
hope the Economic Society will give more attention to is 
non-partisan politics, explaining to the Public, for example 
in letters signed by several economists (of which there have 
been several examples lately), the possibilities and limitations 
of any plans that may be proposed. In stating these 
limitations the eye might be directed to an even more remote 
future than is usually contemplated. Happily things look 
now as if peaceable development is possible in the world and 
each country will be able to develop on its own lines. The 
lines on which England will develop will almost certainly be 
Socialistic, the difference being more in the speed with which 
social reforms will be attended than in their socialist character. 

All this has some bearing on questions of tariff, taxation, 
and inflation, in particular inflation, as a normal part of 
government, with suitable deflation. But this has been very 
little studied. All this is the testament which I should like 
to leave to the members of our Society to consider. 


The following is an extract from another letter which he wrote 
in the last month of his life :— 

What the future may have in store nobody knows: one 
thing seems to me probable, which is that unless religion is 
more widely developed, Europe will not prosper. By 
religion I do not mean any particular religion or church, but 


1 Referring to a meeting of the Council of the Royal Economic Society on 
November 10, which he had meant to attend. 
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the recognition of duty to God and man and repudiation of 
duty to any state except as incidental to greater duty. 


He married Beatrice Pollard, daughter of Edward Bond, in 
1881, and had four daughters and one son. His wife died in 
1930. His daughter, Miss Helen Hoare, writes of him :— 


He bought a small property in Sussex, and he and his 
wife built a house and made a garden, and brought up their 
children there. He took much pleasure in giving hospitality 
to his very large family, and in games, especially lawn tennis 
and golf. He liked shooting and was particularly delighted 
with the invention of the bicycle. He was an ardent bridge 
player. The last of all his interests was in some plantations 
of forest trees amongst which he worked contentedly all day 
long though with very gradually lessening vigour. He was 
however able to work a little to the last. Though as a child 
he was very delicate, only brought up at all through the 
devoted care of his nurse who lived with the family for more 
than seventy years, his physical health was superb. He 
was well known in the neighbourhood as the man who always 
walked four miles to the station in all weathers even when 
he was quite old. In temperament he was extremely calm 
and well-balanced. He did not know what it is to feel angry. 
Very tolerant and broad-minded, he said once that he had 
only known two people he disliked. He declared he liked 
conceited people; they had something to be conceited about ! 
In philosephy his favourite maxim was “In nothing too 
much.” 

In my early days as an officer of this society, and for many 
years after, I was supported by Edgeworth on the one side and 
by Alfred Hoare on the other. With the passing of both of 
them an old and beloved civilisation has departed, and we hear 
the barbarians at the gate. 


J. M. Keynes 


758 THE ECONOMIC JOURNAL [DEC. 


CURRENT TOoPics 


Tue following have compounded for life membership of the 
Royal Economic Society :— 


Arakawa, S. Hopkins, L. G. 
Chamberlin, Prof. E. H. Hutchison, T. W. 
Coulborn, W. A. L. Merz, Miss P. B. 
Gayer, A. D. Rastogi, 8. G. 
Hart A. G. Simons, Prof. H. C. 
Henderson, R. F. Yanagita, S. 


Hennipman, Dr. P. 


The following have been admitted to membership of the 
Society :— 


Allison, J. 8. Boyce, J. F. Douglas, C. M. 
Arifin, C. J. Bray, J. F. L. Drabble, T. A. 
Armstrong, B. Brightley, H. E. Duncombe, H. 
Askham, R. G. Brown, Col. W. J. Ede, E. A. 


Badhwar, H.K.L. Brown, W. Joseph. Ehlert, W. R. 
Baer, Prof. W. N. Butterworth, W. W. Eisner, Miss R. 


Bailey, 8S. G. Cale, R. P. Ellarby, H. 
Bailie, C. R. Cameron, A. McA. Ellis, H. S. 
Bainbridge, J. W. Carter, D. C. Emerich, Prof. T. P. 
Bale, H. W. Carson, J.J. St. L. Fairchild, J. H. 
Balraj, F. D. S. Chadwick, A. Fanning, F. X. 
Banerjee, B. _Chakraverty, N. Fell, W. M. 
Barkwell, G. E. Chandhury, R. K. Ferrari, Dr. G. 
Barlow, E. Chhaya, B. K. Finch, R. S. G. 
Barraclough, J. Chitanand, B. P. Fitzpatrick, H. J. 
Bauer, G. A. Chokshi, M. M. Foster, H. W. 
Bebbington, P. 8. Close, J. F. French, W. 
Bellerby, G. Coley, H. B. Fry, Harold. 
Beresford-Williams, Cook, K. R. Fuller, J. K. G. 
K. C. Cormack, A. Furness, E. 
Bhaloo, A. J. Cowper, N. Gagne, C. 
Bhatia, L. Craven-Ellis, W., Gangoli, N. 
Blair, A. G. M.P. Gardiner, J. C. 
Bland, T. W. M. Curtis, C. R. Gauba, R. K. 
Blaubaum, A. K. Cushman, E. L. Ghosh, K. P. 
Blyth, H. W. C. Dalvi, V. D. Giles, 8S. B. 
Booker, H. 8S. Damania, R. V. Gillender, H. 
Booth, F. H. Datta, A. T. Gordon, R. A. 


Bowen, H. R. Dell, H. C. Graham, T. P. 
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Gray, C. R. 
Green, H. F. 
Greet, F. A. 
Griffiths, S. W. 
Gupta, I. C. 
Gupta, K. D. 
Hagenbuch, W. 
Hag, I. ul. 
Harman, H. 
Harris, H. L. 
Harvill, R. A. 
Havens, E. G. 
Hay, J. F. 
Henderson, C. 8. 
Herrington, A. B. 
Heymann, H. 
Higgins, B. H. 
Hinds, M. E. W. 
Houston, G. S. 
Howe, Miss M. J. 
Hoy, R. J. 
Hutchings, A. S. 
James, J. L. McG. 
Jenkins, J. B. 
Kaplan, J. 
Keeling, B. S. 
Kepert, L. V. 
Kennedy, F. D. 
Khosla, I. D. 
Khouw, B. T. 
King, L. G. 
Knapper, E. F. N. 
Kuen, T. Le C. 
Kuyucak, Prof. H. A. 
Lakshmi, Miss V. T. 
Lat, U. K. M. 
Lee, F. W. 
Leese, B. R. 
LeRossignol, Prof. 
J. E. 
Levett, G. L. 
Lewis, H. V. W. 
Lewis, V. J. 
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Liebman, Miss H. 
Littler, H. G. 
Lloyd, G. F. 
Lodha, J. 8. 
Loganathan, C. 
Lumgair, R. 
Mahoney, J. W. 


Marcus, 8S. 
Marrack, P. R. 
Master, O. 
Mitchell, D. 
Mitra, S. K. 
Miyazawa, T. 
Moffit, L. W. 
Mohiuddin, A. 
Morgan, A. D. P. 
Morgan, A. M. 
Morison, J. P. 
Moss, L. 

Muir, J. 
Mullens, F. H. 
Myrick, D. 
Mukherji, G. 
Nand, M. 8. 
Neale, A. H. 
Oates, A. L. 
O’Brien, D. 

Oo, Khoo K. 
O’Rourke, Miss C. 
Orriell, D. 

Page, J. G. 
Panter, E. B. 
Parekh, I. T. 
Parks, M. J. 
Pearson, G. M. R. 
Pearson, H. J. 8S. 
Penson, C. I. 
Perkins, T. C. 
Plimsol, J. 
Preinreich, G. A. D. 
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Proshansky, 8. 
Rae, J. B. 

Raj, R. C. H. D. 
Rao, K. P. 
Raschid, M. 
Rebholz, H. A. E. 
Richards, E. A. 
Richmond, F. E. 
Robinson, H. 


. Rockefeller, D. 


Row, V. 8S. Ranga. 
Sachdeva, O. P. 
Sanghvi, P. 8S. 
Savage, W. 
Savory, H. J. 
Seatree, W. 
Sharma, B. R. 
Sharman, E. L. 
Shebl, F. M. 
Shephard, L. J. N. 
Sifton, V. 
Simpson, F. R. O. 
Sing, S. J. Utam. 
Singh, K. B. N. 
Slocombe, L. J. 
Smallpiece, B. 
Smith, 8. T. S. 
Somerset, G. S. 
Spiller, J. G. 
Spink, R. 
Srivasta, R. S. 
Stackelberg, Prof. H. 
von. 
Stephens, H. M. 
Stevens-Fox, A. C. 
Stigler, G. J. 
Stockdale, L. 
Storie, S. A. 
Stricker, A. K., Jr. 
Stuart, K. C. 
Talwar, N. R. 
Taylor, S. M. 
Thompson, G. E. 


|| 
Majumdar, S. M. 
Macan-Markar, A. H 
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Thompson, H. Vakil, K. H. West, J. H. 
Tiplady, T. P. Vermes, Dr. A. Whiting, F. R. 
Tolaram, B. K. Vickery, C. W., Jr. Williams, Miss J. 
Tomkins, G. Wadhawan, S. K. Wilson, G. 
Topping, C. W. Walker, Q. F. Woodcock, N. M. 
Townley, J. Wallace, K. S. B. Worswick, G. D. N. 
Troutman, O. F. Watterson, R. D. Wynne, W. H. 
Upton, A. E. Weir, F. W. Young, M. R. 


Van Leuven, J.H. Weir, J. McN. 


The following have been admitted to Library membership of 
the Society :— 


A. & M. College of Texas Library. 

Department of Trade & Customs, Canberra. 

Gebethner i Wolff, Warsaw. 

Government Statistician, Sydney. 

Harper Adams Agricultural College, Newport. 

Lehman Corporation Library, New York. 

Oriental Economist, Tokyo. 

Purdue University Library, Lafayette. 

Seminaire des Sciences economiques, Universite Faculty de 
Droit, Ljubljana, Yugoslavie. 

Tennessee Valley Authority. 

University of Newark Library. 

University of Wyoming Library. 


Mr. ALFRED Hoare writes :—“‘ It was observed by Marshall, 
many years ago, that economics was at a disadvantage, as com- 
pared with other branches of science, in the terms employed. 
Its terms are those of common life, and suffer accordingly from 
vagueness. But he thought that there would be more lost than 
gained by any attempt to invent terms of precision for use by 
economists. This is still the general opinion, so far as can be 
gathered from the absence of any move in the contrary direction. 
But now, in view of the efforts being made by economists to help 
in the problems of unemployment, perhaps it may be worth while 
to popularise certain economic conceptions and give them accuracy 
with new terms. The conceptions which need such treatment are 
not many; I may adduce the following :—Capital goods, Con- 
sumption goods and Investment. For these there might be 
substituted Cappes, Retales and Encapment, with a verb Encap. 
Cappes and Retales need no apology; as to Encapment, the 
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word Investment nearly always means a Stock Exchange purchase, 
it is only occasionally that you invest in a new hat or invest your 
savings in a business. But in economics investment means the 
installation of a factory of some kind, or of additional machinery 
somewhere, anything in fact which adds to the national stock of 
capital goods, that is, cappes, and this is precisely the meaning 
to be attached to encapment.”’ 

Mr. Hoare added that he does not claim special merits for the 
particular terms suggested, and invited members to suggest more 
euphonious alternatives. 


LEVERHULME RESEARCH FELLOWsHIPS, 1939. Application is 
invited for (i) Fellowships or (ii) Grants in aid of research. The 
Fellowships or Grants are intended for senior workers who are 
prevented from carrying out research work by routine duties or 
pressure of other work. They are limited to British-born subjects 
normally resident in Great Britain. In exceptional circumstances 
the Trustees may waive the condition as to residence. The 
duration of the awards will not normally extend over more than 
two years or less than three months and the amount will depend 
on the nature of the research and the circumstances of the 
applicant. Any subjects which may add to human knowledge 
may be proposed for a Fellowship or Grant, but preference is 
given to subjects in which other provision for research is 
inadequate. Forms of application may be obtained from the 
Secretary, Dr. L. Haden Guest, Leverhulme Research Fellowships, 
Union House, St. Martins-le-Grand, London, E.C.1. Applications 
must be received on or before March Ist, 1939. Awards will be 
announced in July and the Fellowships or Grants will date from 
September Ist, 1939. 


Mr. D. H. Ropertson, F.B.A., Reader in Economics in the 
University of Cambridge, has been appointed to the Sir Ernest 
Cassel Chair of Economics, with special reference to Banking and 
Accountancy, tenable at the London School of Economics. 
Mr. Robertson, who is succeeding Professor T. E. Gregory, will 
take up his duties on January 1, 1939. 

Mr. F. W. Pais has been appointed to the Sir Ernest Cassel 
Readership in Business Finance, tenable at the London School of 
Economics. Mr. Paish has been one of the Sir Ernest Cassel 
lecturers in Commerce at the School since 1932, and is also 
Secretary of the London and Cambridge Economic Service. 
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Proressor F. R. E. Mavuipon, Professor of Economics, and 
Dean of the Faculty of Commerce in“the University of Tasmania, 
has been appointed Economist and Research Director in the 
Research Section, Commonwealth Bureau of Census and Statistics, 
Canberra. 


APPLICATIONS are invited for the Professorship of Economics 
in the University of Tasmania, of which the duties include that 
of Economic Adviser to the Government of Tasmania. Particulars 
may be obtained from the Agent-General for Tasmania, Australia 
House, Strand, London. 


Tue first place in the Examination held during the past 
Summer for the Administrative Classes in the Home Civil Service 
was filled by Mr. W. A. B. Hopkin. Mr. Hopkin, formerly of St. 
John’s College, Cambridge, was placed in the First Class in Part I 
of the Economics Tripos in 1934, and in Part II of the same 
Tripos in 1936. We offer him our best congratulations. His 
success affords ample justification of the recent re-scheduling of 
the Examination. 


Some additional publications have now been made in the 
series of reprints of scarce works on political economy published 
by the London School of Economics, namely : 

No, 4. M. Longfield: “‘ Three Lectures on Commerce and one on Absentee- 

ism.” 


5. J.R. McCulloch: “ The Literature of Political Economy.” 
6. A.L. Bowley and Lord Stamp: ‘ The National Income.” 


These are available to the members of the Royal Economic Society 
on reduced terms. 


No. 4, published price 6s. 0d., available to members of the Society at 5s. Od. 
No. 5, » 128. 6d. 10s. 6d 


No. 6, ” ” 62. Od. ” ” ” 58. Od. 


No. 1 in the series, ‘‘ Industrial Combination,’ by D. H. Macgregor, 
is also being reissued with a new introduction by Professor 
Macgregor, at a published price of 7s. 6d., available to members 
of the Society at 6s. 9d. 

Application for these volumes, accompanied by a remittance, 
should be made to the Assistant Secretary of the Royal Economic 
Society, 6 Humberstone Road, Cambridge. 
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Tue next Annual Conference of the Association of University 
Teachers of Economics will be held at University House, Birming- 
ham, during the week-end January 6th-9th, 1939. The pro- 
gramme will include discussions on Economics of National 
Defence, The National Income, Economic Aspects of Imperialism, 
and The Development of Industry in the Midland Region. 

Full particulars of Conference arrangements should reach 
members of the Association early in December. Non-members 
who are engaged in University teaching of Economics or kindred 
subjects are invited to apply to the Hon. Secretary, Mr. Stanley 
Parris, University College, Cardiff. 


THE Cowles Commission for Research in Economics will hold 
its Fifth Annual Research Conference on Economics and Statistics 
at Colorado College, Colorado Springs, U.S.A., from Monday, 
July 3 to Friday, July 28, 1939. The purpose of the Conference 
is to provide research workers an opportunity to present their 
problems and results before a group qualified to contribute con- 
structive discussion. Those attending the Conference will form 
a stimulating audience, including eminent scholars and research 
workers. With the formal sessions limited to the morning hours, 
the atmosphere is more conducive to leisurely and thoughtful 
discussion than at the crowded programmes of the regular sessions 
of learned societies. The scope of the Conferences has grown 
steadily. In 1935, the first year, there were 8 papers presented 
by 7 different lecturers, the total number attending being 25, of 
whom 5 were from out-of-town. Last summer 38 papers were 
presented by 27 different lecturers, 192 individuals, of whom 93 
were from out-of-town, attending part or all of the sessions. 
Participants have come from all parts of the United States and 
from 16 foreign countries. Each year the Cowles Commission 
publishes a report of the meetings, occupying about 100 pages, 
which includes abstracts of all papers presented. These reports 
are distributed to several thousand leading economists and 
statisticians throughout the world. 

There is no charge for attendance at the Conference. All 
serious students are welcome. Room and board for those attend- 
ing, and their husbands or wives, will be available in dormitories 
of Colorado College at about $40 for the four weeks or $11 per 
week. Those interested should notify the Cowles Commission, 
301 Mining Exchange Building, Colorado Springs, Colorado, 
U.S.A., in order that they may receive in the Spring a preliminary 
announcement of the programme. 


RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society. 

Part III, 1938. Long-period Economic Trends: R. GrenpAy. Is the 
Trade Cycle a Myth ; A Discussion, opened by Dr. E. C. SNow. 

Part IV, 1938. The Effects of Occupation and of its Accompanying Envi- 
ronment on Mortality: P.Srocxs. Some Footnotes to Housing Figures : 
The Valedictory Address of the President, THE Rr. Hon. Lorp KENNET 
OF THE DENE. An International Convention on Statistics of Wages and 
Hours of Work: J. W. Nixon. State Expenditure on Agriculture in 
Great Britain in 1938-39 : R. J. Thompson. 


Economica. 


Avcust, 1938. Assets, Prices and Monetary Theory : H. MAKOWER and 
J. Marscuak. The "Analysis of Vital Statistics: II. Birth and Death 
Statistics : R. R. Kuczynski. Conflicts of Principle in Wage Regulation 
in New Zealand: E. J. Ricnes. The Determination of the Rate of 
Interest: J. M. Fiuemine. Live and Dead Issues in the Methodology of 
Economics: L. Rossiys. A Note on the Pure Theory of Consumer's 
Behaviour: An Addendum: P. A. SAMUELSON. 


Transactions of the Manchester Statistical Society. 


SEssIon 1937-38. A Survey of Modern Monetary Controversy: D. H. 
Rosertson. Charts Illustrating the Trade Cycle: L. R. Connor. 
Treaties of Commerce and Treaty-making Methods: OwrEN JONES. 
Changes in the Marketing of Coal brought about by the Coal Mines Act of 
1930: A. Roperts. An Outline of the Working of Money: Pror. M. 
oe mg The Future of the Rate of Interest: J. Starrorp. The Turn 

the Boom: A. Liwe. The Petroleum Industry of ie, Britain : 

.T. BRUNNER. Some Social Aspects of Slum (oye J.R. JARMAN. 
Some Problems of Public Utility Integration: P. CHANTLER. The Réle 
of Statistics in Monetary Affairs : W. F. Crick. 


The Manchester School. 


Vou. IX, No.2. The Réle of Statistics in Monetary Affairs : W. F. Crick. 
Unemployment and the Diversification of Industry: R.C. Tress. The 
“* Settling Down” of Capital and the Trade Cycle: M. Potanyi. The 
Co-ordination of Gas and Electricity Supply : P. CHANTLER. 


Review of Economic Studies. 


Fesruary, 1938. The Divisibility of Time Series: E. C. Brarr. The 
Uneven Distribution of Unemployment, I : D.G.CHAMPERNOWNE. Marx 
and the Trade Cycle: J.D. Witson. British Income Tax and Company 
Reserves: D. Buack and R. 8. Epwarps. Family Endowment Recon- 
sidered : W. B. Reppaway. Market Research, A Critical Study: Gerr- 
TRUD WaGNER. The Classification of Inventions: JOAN ROBINSON. 
The Power of Undervalued Currency : W.Matensaum. A Reply: V.G. 
EDELBERG. 

JUNE, 1938. Frangois Simian’s Theory of Economic Progress R. 
Marsouin. Some Regional Aspects of the Building Boom : 1924-36 : 
Marian Bowtey. The Mechanism of Inter-regional Redistributions of 
Money: J.C. Girpert. Measuring the Power of Undervalued Currency 
to Stimulate Exports, II: V.G. EpEtBerG. The Power of Undervalued 
Currency : Further Considerations : W. MaLENBAUM. Expectations and 


the Scope of Economics : P, M. SwEEzy. 
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The Eugenics Review. 

Juty, 1938. Population Policies in Scandin via : D.V.Guass. Measure- 
ment of Differential Reproduction: C. Tietze. Study of the Intelligence 
of Anglo-Chinese Children: P. C. Hu. Fertility and Economic Status 
in London: D. V. Guass. 

OcTOBER, 1938. Modern Developments in Mental Welfare Work : EvEtyn 
Fox. ens in England and Its Influence on Size of Family : Grace 
LEYBOURNE ractical Eugenics: Reproduction Rates for Departments 
of France, 1891-1931 : D. V. Gass. f 


Occupational Psychology. 

Vou. XII, No. 4. An Inquiry into Labour Turnover in the Leeds District : 
W. Rapuaet, I. H. B. Wurre, L. 8. HEARNsSHAW and J. H. Munro 
Fraser. Special Motives in Economic Activities: T. NortH WHITE- 
HEAD. A Scheme of Vocational Guidance for Use in an Educational 
Area : ALLAN MACDONALD. Vocational Guidance Research : Ten Years’ 
Work by the Birmingham Education Committee : E. P. Hunt and PERCI- 
vat SmirH. An Experiment in the Selection of Sales Managers: J. H. 
MiTcHELL. Recent Developments of Statistical Method in Paychology (II): 
Goprrey THomson. The Vories Experiment : WILLARD PR 


The Banker. 


Avucust, 1938. The Banks and Industry: A. T. K. Grant. Should the 
Trustee Act be Amended?: P.D.Witicock. Australia’s Loan Council : 
H. R. Ranperson. The Austrian Banking Changes: W. G. J. Knopv. 
Silver Bullets: P. Ernzic. The Dutch Banks in 1937. Some Recent 
Yorkshire Penny Banks: C. H. Retty. 

SEPTEMBER, 1938. A Dwindling Discount Market ? Germany’s Financial 
Crisis: W.G.J.Kwnop. Irish Banking: J.P. J. JOHNSTON, 
and W. W. Syretr. Credit Control in Australia: W.T.C. Kina. 

OcToBER, 1938. The Technique of Exchange Control: Pauw Exnzic. 
The Technique of Insulation: W. M. Dacry. The French Exchange 
Fund: R. Marsouin. The Belgian, Dutch and Swiss Exchange Funds : 
P. Exchange Control in America: L.T. Lrrtte. Ten Years 
of Mechanization: G. W. Foss. The Scope for Further Mechanization : 
H. C. F. Hoteatre. Recent Developments in Palestine Banking. Some 
Modern Italian Banks : C. H. Retiry. 


Lloyds Bank Monthly Review. 
Aveust, 1938. Notes of the month. 


SEPTEMBER, 1938. Notes of the month. 
OcrToBER, 1938. Food Supplies in Peace and War. K. A. H. Murray. 


Midland Bank Monthly Review. 


AvuGcust-SEPTEMBER, 1938. Recent Developments in Empire Central 
Banking. 


Westminster Bank Review. 


Avueust, 1938. Industrial Profits. 
SEPTEMBER, 1938. America asa Factor in World Trade. 
OcroBER, 1938. The Crisis and the Economic Organization. 


Planning. 


No. 129. Trading Estates and Industry. 

No. 130. Twentieth-Century Economic Policy. 
No. 131. Planning for Defence. 

No. 132. Bringing Science to the Farm. 

No. 133. Man-Power Policy 

No. 134. The Economics of ? Having Children. 
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New Fabian Research Bureau Quarterly. 
No. 19. Coal and the Nation: R.C. Smart. The Bankers and the First 
Blum Government : M. CHARLES PINEAU. 


International Labour Review. 


Avueust, 1938. The Chilean Preventive Medicine Act: Epuarpo Cruz 
Coxe L. Maritime Labour in the United States: E. P. Honman. 

SEPTEMBER, 1938. The Twenty-fourth Session of the International Labour 
Conference. Maritime Labour in the United States: E. P. Honman. 

OcrToBER, 1938. The Mobilisation of Labour Reserves in Germany: H. 
VoLLWEILER. The Working of the British Trade Board System: Sir 
H. Hetuerineton. Medical Benefits under the Swiss Accident Insur- 
ance Scheme : E. HAYMANN. 

NovEMBER, 1938. Economic Enquiries as a Basis for Democratic Ad- 
justment of Labour Disputes: J. 8. Dicn. The Mobilisation of Labour 
Reserves in Germany, II: H. Voutwetter. A Historical Survey of 
Factory Inspection nm Great Britain: D. H. Biettocn. The Central 
Industrial District in Poland ; Social Insurance in Bulgaria ; Unempl 
ment in Victoria ; Minimum Age in Switzerland ; African ‘Standards 
of Living. Statistics : Employment and Unemployment ; Occupied 
Population in Australia and New Zealand. 


The Canadian Journal of Economics and Political Science. 


Avucust, 1938. The Penetrative Powers of the Price System: H. A. INNIs. 
Why Study Business History ?: N.S. B.Gras. Industry and the Rural 
System in Quebec: E. C. Hucues. Resale Price Maintenance: C. A. 
Curtis. Real Wages in the United States and Great Britain : L. TaRsuHis. 
The Administration of the Canadian Income-Tax Law: C. F. Exuiorr. 
Financial Administration of the Government of Canada : W. C. CLarK. 


The South African Journal of Economics. 


JUNE, 1938. oe Aspects of the Report of the Cape Coloured Commis- 
sion: Pror. W. H. Hutt. International Trade : with special reference 
to the British Commonwealth and the U.S.A.: Pror. H. R. BuRrRows. 
The Hides and Skins Industry in South Africa : Need for Research : 
8. G. SHutttewortH. Banking in Java and South Africa: T. C. 
SANDROCK. 

SEPTEMBER, 1938. Safeguarding the Investor: E. H. D. Annpt. Some 
Aspects of the European Coal Position: P. H. Guinautt. Some Notes 
on the Scientific Validity of Forecast in Economics: J. N. REEDMAN. 
Planned Agriculture in South Africa: P. R. Vitsoren. A Defence of 
Control in the Marketing of Agricultural Products: J. R. McLouGHuin. 
A Reply: C.S. Ricnarps. The Progress of the ‘‘ Very Mean Science” : 
E. Batson. 

The Quarterly Journal of Economics. 


Aveust, 1938. The Distribution of Income among Income Taxpayers 
in the United States, 1863-1935 : R. S. Tucker. The Outcome of the 
Saving-Investment Discussion: F. A. Lutz. The Functions of Reserves 
tn Old-Age Benefit Plans : K. Pripram. Public Finance and the Com- 
pound-Interest Principle: C. J. Buittock. The Canadian Baking 
Industry : A Study of an Imperfect Market: L. G. REYNOLDS. 


The Journal of Political Economy. 


Avaust, 1938. Recent and Contemporary Theories of Progressive Taxation : 
E. D. Facan. Stockholders’ Liability under the New York Act of March 
22,1811: 8. E. Howarp. The German Use of Unemployment-Insurance 
Funds for Works Purposes : E. B. Mirretman. Public Policy and Dis- 
criminatory Prices of Steel: A Reply to Professor Fetter : ar G. DE 
CuHazEAU. Rejoinder to Professor de Chazeau’s Reply: F. A. FETTER. 
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OcrToBER, 1938. The Silver Episode,I: H.M. Bratrer. Business Cycles 
in Japan before 1853: W. A. Spurr. The Nature and Objectives of 
Economic History: C. W. Wricut. Economic Aspect of Soil Conserva- 
tion: W. W. Witcox. Some Considerations in the Measurement of 
Productivity of Railroad Workers : H. AsHTon. 


The Review of Economic Statistics. 

Avaust, 1938. The Downturn of 1937: 8S. H. Sticuter. Notes on 
Recent Business-Cycle Literature: H.S. Etuis. A Selected Bibliography 
of the Literature on Economic Fluctuations, 1936-37: R. A. Gorpon. 
Retail Sales and Labor Income: F.C. Dirks. Review of the Second 
Quarter of 1938 : W. L. Crum and D. WEscorrt. 


Journal of the American Statistical Association. 


SEPTEMBER, 1938. How to Study the Social Aspects of the Depression : 
Epwin B. Witson. The x? Test of Significance: THornton C. Fry. 
Some Difficulties of Interpretation in the Chi-Square Tesi: JosEPH 
Berkson. Further Interpretations of the Chi-Square Test: Burton H. 
Camp. Some Thoughts on Curve Fitting and the Chi Test : W. Epwarps 
Deminc. Punched Card Technique for the Correction of Bias in Sampling : 
C.W. Vickery. The Problem of the Stock Price Index Number : Francis 
McIntyre. Problems in the Measurement of Physical Volume of Output : 
SoLtomon FasrRIcanT. 


The American Economic Review. 


SEPTEMBER, 1938. Consumer Goods Financing and Investment Fluctua- 
tions: N. J. Smuperurnc. Revenue Act of 1938: R. G. BLakey and 
Gutapys C. Competition in the Rubber-Tire Industry: L. G. 
Reynotps. Investment and Costs of Production: L. M. LAcHMANN. 
Monetary”? Conditions of Economic Stability: W. Eater. Relation of 
Commodities in Demand: E. E. Lewis. Study in Business Mortality : 
R. G. and A. R. Hutcuinson and MaBeL NEWCOMER. 

SEPTEMBER, 1938. Supplement-Handbook. Who’s Who in the American 
Economic Association, 1938. 


Annals of the American Academy of Political and Social Science. 


SEPTEMBER, 1938. Better City Government. A Discussion of the Goals 

and Achievements of Municipal Governments in the United States. 
Econometrica. 

Ocroser, 1938. Etude Particuliére d’une loi de demande le trafic postal en 
France de 1873 &@ 1936: Rent Roy. Loi de la demande d’un service 
monopolisé: E.Morice. Moneyand the Theory of Assets : J. MARSCHAK. 
The Significance of the Characteristic Solutions of Mixed Difference and 
Differential Equations : R. W. James and M. H. Berrz. The Empirical 
Implications of Utility Analysis: Paunt A. Samuretson. Marshall’s 
Paradox and the Direction of Shift in Demand: AcHEson J. Duncan. 
The Theoretical Derivation of Dynamic Demand Curves: GERHARD 
TrntneR. A Mathematical Note on Democracy: K.-G. HAGSTROEM. 


Social Research. 


SEPTEMBER, 1938. The Revenue Act of 1938: GERHARD Cotm. Balance 
or Predominance in Europe?: Hans Stmons. Why Austria Perished : 
Oscar JAsz1. Exchange Stability and Unproductive Foreign Credits : 
JOHANN Baracs. 

NoveMBER, 1938. The Trojan Horse of Democracy: F. A. HERMENS. 

International Trade under Totalitarian Governments : ARTHUR FEILER. 

The Significance of Methodology for the Social Sciences : FELIX KAUFMANN. 

Eduard Heimann on the ‘‘ Revolutionary Situation”: Stpnry Hook. 

Rejoinder ; EpUARD HEIMANN. 
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Harvard School of Business Administration, Bureau of Business Research. 
Business Research Studies, No. 20, Jury, 1938. The Risk of Unemployment 
and its Effect on Unemployment Compensation : J. W. Horwitz. 


Wheat Studies (Stanford, California). 

SEPTEMBER, 1938. World Wheat Survey and Outlook, September 1938 : 
HELEN FARNSWORTH and HOLBROOK WoRKING. The world wheat situa- 
tion since May has been dominated by the re-emergence of a huge 
surplus. The 1938 crop is estimated at 4,335 million bushels, 300 millions 
more than the previous maximum in 1928. Total supplies, including 
carry-overs and Russian exports are likely to be at least 600 million 
bushels above last year’s figure. This probable surplus led to a fall in 
prices which became greater as its certainty became clearer. Falling 
prices led to renewed governmental intervention, particularly in U.S.A. 
and Canada, and competition has become essentially one of governments. 
Future prices will depend upon the extent of reserve buying for war pur- 
poses. By next August stocks are likely to be approximately 1,070 
million bushels, exceeded only in 1933 or 1934. 

OctToBER, 1938. Shipping and Freight Rates in the Overseas Grain Trade : 
V. D. Wick1zER. spite the excess tonnage that resulted from post- 
war replacements, and the consequent low level of freights, older ships 
were more than replaced by newer and more efficient during the period 
1921-31. Governments have subsidised their merchant marines, 
facilitated combinations of companies and encouraged “‘ rationalisation.” 
Grain shipments provide the main employment of vessels carrying 
bulk cargoes, and F snes tramps have lost ground to liners their earnings 
are the best indication of the state of the market. Freight rates have 
undergone a secular downward movement in relation to prices generally 
as the result of rapidly improving technique. This fall has had revolu- 
tionary consequences to agriculture, but is now overshadowed by 

nationalistic considerations and policies. 


Revue d@’ Economie Politique. 

May-June, 1938. La Population: J.Bourpon. Le mouvement des prix : 
R. Rivet. Labalance des paiements L. Rist et P. ScHwos. 

Juty—Aveust, 1938. Les équations de l'économie mathématique et le pro- 
bléme du calcul économique en régime socialiste: L. VON Mises. Essai 
sur les prix différentiels : G. Marcy. Jugements nouveaux sur le capital- 
tsme: G. Prrov. La mécanographie au service de l’évolution économique : 
Le ConTROLEUR GENERAL CARMILLE. Etude sur les variations des cours 
du cuivre: J. MASGNAUX. 


Bulletin de L’ Institut de Recherches Economiques. 

Aveust, 1938. La solution du probléme charbonnier belge: CHARLES 
DemeEvrRE. Réactions réciproques des marchés du beurre, de la margarine 
et de saindoux en Belgique de 1920 a 1937: L. J. Coots. La conjoncture 
économique de la Belgique et du Luxembourg : Lton H. Dupriez. 


Revue de L’ Institut de Sociologie. 

APRIL—J UNE, 1938. Considérations sur la Classification des Types famili- 
aux: P. Descuamps. Loisirs et Divertissements dans la Région de Ken- 
scoff, Haiti: S. et J. Gomuarre-Sytvain. La Lutte contre la Dépression 
économique et sociale : l’Exemple du Borinage : G. JACQUEMYNS. 


Weekly Report of the German Institute for Business Research. 


No. 31/32. The German Radio Industry. Regulation of Production and 
Consumption in Germany. 

No. 33/34. Agricultural Proceeds in Germany. Retail Trade in the First 
Half of 1938. Economic Relations between Germany and U.S.A. 


. 
‘ 
>. 
‘ 
. 
4 


1938] RECENT PERIODICALS AND NEW BOOKS 769 


No. 35/36. The Decline on the Bourse. The Development of Naval 
Armaments. 

No. 37/38. Continued Increase in German Industrial Production. Resi- 
dential Building in 1938. Retail Trade Development. Present Tasks 
of German Transport System. 

No. 39/40. The Economic Fate of the Sudeten Germans in the Czechoslovak 
Republic. Structure of the Sudeten-German Economy. 

No. 41/42. Increasing Agricultural Production in Germany. The Success 
of the Economic Measures Undertaken in the Ostmark. 

No. 43/44. General Economic Situation. The Increase in Agricultural 
Efficiency. The State and Business. 


Weltwirtschaftliches Archiv. 

SEPTEMBER, 1938. Die Abhdngigkeit des Preisniveaus von der Goldmenge : 
B. Nogaro. A refutation of the quantity theory of money and of 
attempts at its empirical verification. The study of the relations 
between monetary circulation and prices ought to proceed from purified 
definitions and be concerned with individual commodity markets and 
their mutual interactions, rather than an abstract total “‘ price level.” 
Budgetausgleich und Konjunkturverlauf : C. WeLtinpER. A theoretical 
discussion of the effects upon the trade cycle of budget deficits is supple- 
mented by a description of the fiscal technique adopted in Sweden and 
Finland for incurring budget deficits in some phases of the cycle. The 
author adopts a cautious attitude regarding the systematic use of budget 
deficits for “‘ priming,” and he stresses the danger of capital exports, 
rising rates of interest, and the anticipation of higher taxation by 
entrepreneurs. Mihaiel Manoilescu und die Klassische Aussenhandels- 
theorte : C. BRINKMANN. While fully sympathising with the nationalism 
that inspires a protectionist protest by a spokesman of agrarian South- 
Eastern Europe, the author declares Manoilescu’s theoretical justification 
of tariffs to be full of contradictions and based on an untenable labour 
cost theory. Wirtschaftliche Rechtfertigung des Zollschutzes. O. FROH- 
ticH. Another critic of Manoilescu, but from an opposite point of view. 
While in the preceding article Manoilescu’s fault was claimed tc be due 
to his being misled by orthodox “‘ individualistic ’ theory, this article 
rejects his attack on that same theory, mainly the theory of comparative 
costs. Die treibenden Krdfte der wirtschaftlichen Strukturwandlungen 
in Jugoslawien: O. Frances. The economic situation in Yugo-Slavia 
is described as consolidated and hopeful. The main feature, from which 
all present developments must be understood, is agricultural over- 
population.—There are also two ‘‘reports,” one by a Japanese author 
on Japan’s supply of industrial raw materials, the other by an (anti- 
Soviet) Russian author on the economic and political problems of the 
Soviet Ukraine (with a full bibliography appended). 


Jahrbiicher fiir Nationalékonomie und Statistik. 


Avucust, 1938. Kapitalbildung und Kapitalgiitervermehrung. A. Kox- 
KALIS. The purpose of this article is to solve the question whether new 
capital goods are the product of waiting or the product of work. The 
solution is undertaken on the basis of a discussion of factors of production 
into ‘‘ disposition” and “execution,” and capital goods are defined 
as the product of “ disposition,” which, once created, are a part of 
‘‘execution.” Die M niserung der Industriearbeit und das Problem 
der Arbeitsfreude. G. JaHN. The author, after demonstrating the 
inevitability of technical progress and mechanised labour, and on this 
ground rejecting the romantic pro of areturn to handicraft methods, 
recommends “ group fabrication ’’—a form of splitting up big mechanised 
factories into small, team-like manufacturing communities—and education 
of the workers, so as to convince them of the necessity of mechanical 
work and to restore to them their joy of living, as a way out of the impasse 
in which the machine age finds itself. Des Problem der 6ffentlichen 
Ausgaben in der dlteren Finanzwissenschaft : G. ALBRECHT. The article 
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deals with the views on public expenditure held by Adam Smith, Ricardo, 
Rau, Umpfenbach, von Stein, Adolf Wagner, Schiaffle, and Roscher. 
Die Meistbegiinstigung in der Aussenhandelspolitik der deutschen National- 
wirtschaft: F. Husi~e. The main thesis is that the transition from 
‘* most-favoured-nation ”’ principles to reciprocality in the conduct 
of German foreign trade is not due to dogmatic, political or theoretical 
influences, but are changes in method necessary to cope with structural 
changes in foreign trade conditions. But the author sees still a restricted 
future for the “‘ most-favoured-nation ’’ clause. The article is illustrated 
with foreign-trade statistics, showing the recent economic penetration 
of South-East Europe by Germany. 

SEPTEMBER, 1938. Die Korporative Wirtschaft.—This issue of the Jahr- 
biicher is of a special character, being entirely devoted to an explanation 
of the Fascist corporative system in ten contributions by eminent 
Italian economists.—Proressor Botta, the Minister of Education, 
defines the corporation as a revolutionary method of finding a dynamic 
equilibrium combining expansion of the nation in the world and social 
justice at home, and stresses the continuity of corporative legislation. 

OFESSOR ARIAS, dealing with the philosophical basis of the system, 
analyses the relation between wealth and welfare, the social function 
of private property and enterprise, and the scope of political economy. 
Proressor Masci describes the corporative system as the “historical 
and necessary result of the deep transformation crisis in which the capi- 
talist system has been plunged by industrial and financial combination. 
He also shows that the ordinary models of monopoly, ge competition, 
and imperfect competition are not adequate for the study of a cor- 
poratively regulated system. ProrrssoR GERBINO argues that the 

‘integrating and disciplining ” function, which individualistic thought 
allotted to free competition, has been recognised in Italy as belonging 
to the State, under modern conditions. Contrasting this system with the 
** New Deal,” he shows that its main characteristic is the conviction that 
economics and politics are inseparable. Prorrssor Papi sets the cor- 
porative system off against socialism and interventionism, explains 
the internal and externa] economies accruing to production on account 
of the new discipline, and the increase in security because of the “‘ insur- 
ance principle ” of the system. Proressor Fanno shows the working 
of the principal agencies of the system, the syndicates, federations, 
corporations, the National Council of Federations, the Institute of 
Industrial Reconstruction, the Ministry of Trade and Foreign Exchange. 
A classification of Fascist economic measures leads up to stressing 
the elimination of unnecessary fluctuations as the main advantage of the 
system. PRoFessor SERPIERI interprets the Charter of Labour, and the 
resulting co-operation on an equal footing between workers and employers, 
taking his text often from Mussolini’s speeches. PROFESSOR LANZILLO, 
writing on the subject of collective wage agreements and labour arbitra- 
tion in Italy, explains much of the corporative regulation from the 
“* bilateral monopoly ” analysis of the labour market. It is agreed that 
wage regulation implies regulation of prices and output, and also that the 
wage fixed between the syndicates may be lower than one fixed between 
trade unions and employers’ unions. PRoFrssor Boreatra contributes 
an instructive summary of Italian monetary policy since 1922, and he 
explains that the most important problem facing it at present is to stop 
the internal rise in prices and to undo the social effects of the unequal 
rise in prices during 1937. Prorressor Demaria thinks that, as far 
as foreign exchange policy is concerned, the corporative period dates only 
from 1927, previous policy being of the ‘“‘ classical type.’’ The first 
period of stable foreign exchanges was abandoned in 1935 in favour 
of a system of “ multiplicity ’ of foreign exchange rates coupled with 
autarkic tendencies, and the author explains the working of this com- 
plicated regulative system for the concrete case of cotton imports. 

OcToBER, 1938. Grundziige einer Theorie der maximalen direkten Mittel- 
verwendung : K. Stine. The theory of the allocation of scarce means 
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of production to various uses is developed in three stages: (1) timeless 
analysis, (2) maximisation of satisfaction through time, but wants of 
each day independent of each other, (3) introduction of relationships 
of substitution between different means and wants. The inquiry is 
conducted for direct means only—i.e., neglecting round-aboutness— 
but the author believes that the introduction of time at an earlier stage 
will help to solve many difficulties connected with capital. Die Pro- 
duktivitat und ihre Messung : F. BeHRENS. A discussion of the problems 
of statistical measurement of productivity of labour leads to the con- 
struction of a complex index, from available sub-indices, for productivity 
of German labour. It is calculated that in Germany productivity is 
increasing at a rate of 2 per cent. per annum, and this is contrasted with 
estimates of only 1 percent. for England. Das Mineralél in der deutschen 
Volks- und Wehrwirtschaft : K. Koster. This article is based on full 
and up-to-date statistics on consumption, home production and import 
of oil and petrol in Germany. Zur neuen amerikanischen Agrargesetzge- 
bung: H. Kricrr. This article brings up to date a description of U.S. 
agricultural policy under the Roosevelt administration, which appeared 
in a previous volume of the Jahrbiicher. The present addition is mainly 
concerned with the Agricultural Adjustment Act of 1938, but includes 
also an analysis of the consequences of the record yields in 1937, and of 
new schemes like the Ever Normal Granary and Crop Insurance. 


Schmollers Jahrbuch. 


JUNE, 1938. Neue Rechtsgedanken auf dem Gebiete des Erbrechts: H. 
Exarp. The author discusses a reform of inheritance, in accordance 
with National-Socialist principles, and recommends (or forecasts) a 
restriction of the right to inherit to a narrower group of near blood 
relations, a compulsory fiscal “‘ inheritance ”’ in the case of non-existence 
of near blood relations, restrictions of the freedom to dispose of one’s 
property through a last will, new rules of jurisdiction and of interpretation 
in court declaring void any disposition of property incompatible with 
the duties of an “ honest testator ’” towards the community, prevention 
of unreasonable divisions and liquidation of estates. Die sozialen und 
Okonomischen Ideen der Hellenen und der Zerfall ihres Staates : O. ERs. 
The author intends to show that Greek philosophy and political theory 
of communal organisation cannot be interpreted as “socialistic” or 
‘**communistic,” but is a specifically Hellenic growth, ‘‘ coinonism,” 
of a feudal brand: collective ownership of the means of production— 
including the producers—by the feudal non-producers. This is painted 
as the background of Plato’s and Aristotle’s fight against the capitalistic 
foam spe and an “economic” attitude. Schichten der Persén- 
ichkett: F. Kern. Beitrdge zur Standortstheorie. A. Liscu. A review 
of Pallander’s book on industrial location. The review article widens 
into a general survey of the present state of the theory of location, and 
a general criticism of the “ individual firm ”’ approach to the problem. 
Die Sozialversicherung in Japan: K. Oxapa. At present there is only 
a partial health-insurance scheme in compulsory operation. The article 
deals, therefore, mainly with projected schemes for an extension of health 
insurance. There is also a combination of Post-Office Savings with a 
State-run life-insurance scheme. The author is a high Japanese official. 


Vierteljahrschrift fiir Sozial und Wirtschaftsgeschichts. 

Vou. 31, II. Uber die Anfiénge der Kapitalistischen Standebildung in 
Deutschland : A. ZycuHa. The author describes the legal pares a 
family and serf labour to free contract labour, and the various stages of 
this process. Die Agrarreform der Republik Georgien 1918-1921: 
K. TscHENKELI. The tendency of the article is to praise the agrarian 
reform work going on during the short period of an indpendiat Georgian 


state, and to maintain that the incorporation in Russia has proved 
disastrous to the Georgian peasant. 
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Zeitschrift fiir Nationalékonomie. 

Juty, 1938. This is the first issue of the Zeitschrift since the recent change 
in the status of Austria. An introduction explains that this will make 
no difference to the existence and character of the Journal. It is, 
however, intended that it shali reflect ‘“‘the broader economic and 
scientific connections ” of Germany as a whole, rather than those alone 
of the former Austria, and that it shall in future give particular promi- 
nence to realistic articles of more immediate application to current 
policy, more particularly in relation to economic planning. With this 

roviso the special function of the Zeitschrift is to be a link between 
rman and foreign research in economics and to “show the picture 
of the real Germany and its work.’”’ Of the original editors, Professors 
Mayer, Reisch, Schiller and Morgenstern, the first-named alone remains, 
now in the capacity of general editor. He is to be supported by a con- 
sultative board consisting of Professors Eucken, Knight, Masis, Ohlin 
and Stackelberg. Hinige Bemerkungen zur Theorie der Planwirtschaft : 
A. Bruuimovic. The author finds that a planned system is “‘ determin- 
ate’ on the Walras—Pareto test of a set of equations only if total in- 
come, individual incomes, rates of interest and exchange relations of 
commodities are fixed from outside. A discussion of the difficulties in 
measuring the “‘ rationality ’’ of the level at which these quantities are 
fixed leads the author to the recommendation of a middle way between 
complete competition and complete —— and he wants the dis- 
cussion to be on optimum degrees of planning rather than on “ plan 
orno plan.” Beitrag zur Theorie des individuellen Sparens : H. STacKEt- 
BERG. An prnnig owre of the set of relationships between individual 
income, the rate of interest, the amount saved, and the savings-period, 
with the help of the indifference curves technique. On this indifference 
map six zones are distinguished: present and future minimum of 
subsistence, scarcity and saturation. The results are used for a re- 
statement of the Bohm-Bawerk thesis of a ‘‘ systematic time discount,” 
to the derivation of a formula for the marginal utility of money and of 
supply and demand curves for savings. Zur korporativen Wirtschafts- 
theorie : E. Fossati. The author argues that economic theory must be 
different for different types of political organisation. Abstraction from 
the institutional fundament created by State Law and State Education 
has been the main fault of traditional economics. This determination of 
the institutional fundament is exemplified by the Italian Fascist cor- 
porativism which the author eulogises as the model form of economic 
organisation. Notes on the Period of Production: H. GarTsKELL. 
This article—concluded from a previous issue—is printed in English. 
A re-definition of the concept of the “‘ average period of production ” 
as a “‘ combined investment period ”’ leads to an enquiry on the influence 
of simple v. compound interest on the calculation of the average period 
of production. is is done for four ‘‘ models ”’ (types of investment). 
Finally, the relevance of the period of production for the recent develop- 
ments in the theory of capital is considered. 
De Economist. 

Juty—Aveust, 1938. Vollbeschadftigung : WitHELM ROPKE (in German). 
A criticism of the theories of Mr. Keynes, with special reference to the 
policy of ‘‘ full employment at any price,” and the question whether 
the policy indicated is practicable without arriving at a system of 
collectivism: ‘‘It begins relatively harmlessly with a constantly 
maintained low rate of interest and investment by the State, but it 
is probable that it finally ends in the total state.” Demografische 
problemen in Italié : J.P. VAN AARTSEN. Insupplement of the February 
article by Dr. J. Meerdink the writer gives an account of the further 
measures taken in Italy in 1937 and the current year to encourage 
population. These comprise variations of the German system of loans 
to encourage marriage, the loan being partially cancelled on the successive 
birth of children. Js P= PT :T?...Ja/ O. Baxxer. A com- 
parison of certain systems of Index Numbers. 
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Giornale degli Economisti. 

Juty, 1938. Cambiamenti di sistemi di politica economica: F. Viro. 
A study of recent tendencies on the part of a number of countries towards 
‘‘autarky ” reveals that this does not imply economic isolation nor 
lead to the elimination of international trade. Tendenze autarchiche 
e spostamenti internazionali della produzione delle materie prime : 
Mortara. A brief account of the growth of new substitute raw materials 
under the pressure of the desire to be independent of external supplies 
of basic materials. Considerazioni sulla teoria generale della finanza di 
Francesco Ferrara: D. JARnacH. ‘“‘ The confrontation of utility and cost 
[in the public services], terms which are —— nsable for every economic 
calculation, cannot be carried out in real life, because the cost of [sacrifice 
imposed by] the financial activity of the State (as can be seen in the theory 
of Ferrara himself) is and must remain an unknown.” Risparmio, 
capitale, consumo: C. Pacni. A short note with reference to an article 
on the same subject in the issue of the Giornale for April, 1938, by A. 
Gambino. Sulla curva del montante e sul livellamento dei rendimenti 
jinali: C, E. Bonrerront. A mathematical article dealing with the 
conditions for maximising the total gain associated with the investment 
of a given amount of capital, and also with the question of the equalis- 
ation of marginal returns on capital. Ancora su due recenti tavole di 
nuzialita della popolazione italiana: G. PARENTI. 


Rivista Italiana di Scienze Economiche. 

APRIL, 1938. Finanza straordinaria piemontese del 1848: P. G. TREVEs. 
An account of a forced loan raised in Piedmont in 1848, in order to finance 
the cost of the war with Austria, with special reference to the views of 
Cavour. Dal passato all’avvenire—Un nuovo ciclo di colonizzazione in 
Libia: L. Nopart. A defence of the new system of Italian colonisation 
in Libya based on the settlement of a large number of families of small 
cultivators. Storia di un investimento di capitale. La Societa Italiana 
per le strade ferrate meridionali: G. Capopociio. Riforma tributaria 
e protezionismo finanzario: P. Leonarpo. A plea for the reform of 
the Italian tax system in the sense of eliminating the numerous cases of 

rivileged classes or bodies who, for various reasons, are now exempted 
bene certain forms of taxation. 

1938. Il contributo dell’agricoltura all’autarchia: G. 
An outline of the part played by agriculture in lessening the dependence 
of Italy upon foreign sources of supply of food-stuffs and raw materials. 
Il bilancio delle ferrovie ttaliane—Esercizio finanziario 1936-37 : L. Rosst. 
The Italian railways, which in the five years 1931-2 to 1935-6 had made 
deficits amounting in all to 2-9 milliard a showed a surplus in 1936—7 
of 178-4 million lire. Una indagine sull’alimentazione dei lavoratori 
del commercio della citta di Napoli: E. Lama. A study of the food con- 
sumption of 152 families of commercial employees in Naples on the basis 
of family budgets kept in November—December, 1936. The results 
show that the average number of calories per ‘‘ man” per day was 3054, 
as compared with an estimated normal requirement of 3300 calories. 
Of the total number of calories cereals accounted for 53-6 per cent., fats 
for 15-7 per cent., and meat, fish and eggs taken together for only 7:3 

Tr cent. Compared with the typical “‘ ration” on which the cost of 

ving index number is based, the actual ration was deficient in proteins 

by 11-43 per cent. and in calories by 7-45 per cent., while its cost was 

3-44 per cent. less than that of the typical ration. Storia di un investi- 

mento di capitale—La Societa Italiana per le strade ferrate meridionali 
(1862-1937) : G. CapopoeGLio. 


Journal de La Société Hongroise de Statistique. 
1938, No. 1. Les Méthodes de la statistique comparée de la criminalité : 
E. Hacker. Die Zunahme der Lebensdauer in threm Einfluss auf Wirt- 
schaft und Gesellschaft: P. Momsert. Materialsammlung zur Unter- 
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suchung des Verhéiltnisses der médnnlichen zur weiblichen Sterblichkeit : 
K. GoLpzIHER. 

1938, Nos. 2-3. Béla Féldes, nonagénaire: Tu. SuRANyI-UNGER. Un 
Index Vimmunité criminelle relative: B. Die Bevélkerung 
Ungarns zur on" Josephs II. Die Hauptergebnisse der Zahlungen von 
1784-1787 : Turreinc. Le systéme de la statistique intellectuelle : 
D. ELEKEs. Ricdeenees de la population italienne de 1931 & 1936: 
M. ve Vercortini. Les rapports entre les professions et la fécondité 
des mariages d’aprés une statistique hongroise: L. Turrrinc. Corré- 
lations des phénoménes démographiques a plusiers variables, représentables 
géométriquement dans espace: TH. La corrélation statistique et la 
loi de la demande: E. THEetss. Mouvement de la population et conjonc- 
tures: E. Varca. Enquéte sur les problémes connexes, en particulier 
sur ceux de la statistique fiscale. 


Studia Ekonomiczne. 

No. 5, 1938. The Creation of Deposits by the Banking System: J. Kosta- 
NECKI. Some Remarks on the Creation of Capital by the Banking System : 
W. HaGemMeJsER. A Note on the Political Efficiency of the Control of 
International Trade : A. HEYDEL. 


Index. 
SEPTEMBER, 1938. Economic Survey 15th June—15th September, 1938. 


Revista de Economia. 

May-June, 1938. Los Ferrocarriles Nacionales de México. Puede 
Durar el Capitalismo?: F. Atten. La Tribu Yaqui y el Problema de 
su Emancipacién Econémica. (Segunda Parte): G.Mora. El Imperial- 
ismo Inglés : J. B. DuRAND. 


Revista del Banco de la Nacién Argentina. 


Voz. ITI, No. 2, 1938. La accién del Banco a través de cuarenta y siete arios 
de existencia. 


Journal of the Osaka University of Commerce. 


DeEcEMBER, 1937. Recent Social Conditions in Agricultural Communities : 
PRESIDENT SHrRO Kawapba. Die bleibenden Formen der gewerblichen 
Mittel- und Kleinbetriebe und das “ Verteilungssy: K. Fuosrra. 
Die Lebensversicherung und die Kapitalakk tion: Bunst Konpo. 
Der wirtschaftliche Charan der Erfolgsrechnung : : Wasasuro KIMuURA. 
The Foundation of Manchoukuo and the Japan-Manchoukuo Trade 
Relationship: Sutnzo Kast. Labour Conditions in the Railways in 
Japan, 1926-1935 : Yust Tominaca. Some Broadsides on the Reform 
Movement, 1831-1832 : SHiceERv Goro. 


Kyoto University Economic Review. 

Juty, 1938. Economic Ideas in Tokugawa Days: Pror. E. Hongo. 
On the Relation of Trade to Production and Consumption: Pror. K. 
Tanicucui. The System of Grants-in-aid for the Adjustment of Local 
Finance: Pror. 8. SHiomi. 


The Yenching Journal of Social Studies. 

Vout. I, No. 1, JUNE, 1938. Recent Population Changes in China : Cx’ENG- 
Cuao. Professor Hung on the Ch’un Chiu: Ssu-Ho Cu’1. In- 
tensive and Extensive Methods of Observing the Personality-Culture 
Manifold: H. D. Lasswett. The Kiaotsi Railway Consumers’ Co- 
operative Society. Printing Paper: Its Supply and Demand in China. 
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NEW BOOKS. 


British. 


ARNOLD (P.). The Bankers of London. London: Hogarth Press, 
1938. 7”. Pp. 108. 4s. 6d. 

[This little book introduces one rather to the persons and firms and institu- 
tions which are dominant in the banking world than to the theoretical principles 
which may be held to govern their actions. To those who see a monopolistic 
ramp behind every old-school tie, it will be an invaluable source-book. To those 
who, more rightly, believe a are more important than the fagades 
a which vad hide, it will provide an amusing and not unprofitable half- 

our’s ing. 

AsHER (P. H.). National Self-Sufficiency. London: Nelson, 
1938. 7”. Pp. 188. 2s. 


[The scope of this elementary book, which is designed for the use of adult 
discussion groups, is wider than its title would suggest. It examines the reasons 
= nations trade with one another; the free-trade case; the colonial question ; 
and types of economic warfare. ] 


Astor (Viscount) and Rowntree (B. 8.). British Agriculture. 
London: Longmans, 1938. 94”. Pp. xx + 469. 15s. 
[To be reviewed.] 


Bank and Insurance Shares Year Book, 1938-39. London: Trust 
of Insurance Shares, Ltd., 1938. 7}. Pp. xxxi + 734. 

[This is the third issue of this annual publication. The introduction draws 
attention to the increased proportion of investments among banking assets, and 
suggests that, despite rearmament, the tendency of the long-term rate of interest 
is downwards rather than upwards. ] 


Barcuay’s Bank (Dominion, Colonial and Overseas), 1836-1936. 
A Banking Centenary. London: Barclay’s Bank. Private Circula- 
tion. 1938. 9}. Pp. 270. 

[To be reviewed.] 


Bastty (N. DE). Russia under Soviet Rule. London: Allen and 
Unwin, 1938. 8}". Pp. 508. 18s. 

[The author is a Russian of liberal views, formerly in the Imperial Diplomatic 
Service. His book traces the history of the revolution and the su uent 
developments. In the economic sphere, while he is prepared to concede that 
the process of industrialisation, already in evidence before the revolution, has 
been somewhat accelerated, particularly in the heavy industries, he claims that 
“the problem of providing the masses with all necessary supplies . . . is still 
far from being solved. In fact, after twenty years of existence, the Soviet 
Government has not yet found the road which might lead to a solution of this 
problem! . . . The well-being promised by the Soviet leaders more and more 
resembles the mirage in the desert which invariably vanishes when the exhausted 
and starving traveller approaches it.’’] 


BrnuHAM (FREDERIC). Economics. A General Textbook for Stu- 
dents. London: Sir Isaac Pitman & Sons, Ltd., 1938. 8}’. Pp. 
xv + 488+ 31. 7s. 6d. 

[To be reviewed.] 

BrattHwalte (Constance). The Voluntary Citizen. An En- 
quiry into the place of Philanthropy in the Community. London: 
Methuen, 1938. 74”. Pp. xix + 342. 7s. 6d. 

[To be?reviewed.] 
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Britain in Recovery (Prepared by a Research Committee of the 
Economic Science and Statistics Section of the British Association). 
London: Pitman, 1938. 84”. Pp. xvi + 474. 15s. 

[To be reviewed. ] 


Broster (E. J.). Cost, Demand and Net Revenue Analysis. 
London: Gee & Co., 1938. 8}”. Pp. 83. 3s. 6d. 
[To be reviewed. ] 


CxiaRK (Cott) and CrawForp (J. G.). The National Income of 
Australia. Sydney and London: Angus & Robertson, 1938. 7}”. 
Pp. viii + 120. 3s. 6d. 

[To be reviewed.] 


Coxz (G. D. H.). Living Wages. The Case for a New Minimum 
Wage Act. London: New Fabian Research Bureau and Gollancz, 


1938. Pp. 32. 6d. 
[Mr. Cole argues that as the Trade Boards Acts do not, and could not, cover 
the wide range of ‘‘ miscellaneous occupations and small scattered trades ”’ in 
which very low earnings are still found, there is need for a new minimum wage 
Act. Under this Act a General Minimum Wage Commission would be established, 
constituted similarly to the Industrial Court, with the function of fixing basic 
minima for insured workers who are not already covered by a legal minimum 
wage. The Commission would also have the duty of fixing special wages for 
articular trades whenever it seemed desirable, and it is hoped that this would 
ead to the ultimate establishment of Trade Boards in additional trades. It is 
suggested that minima of 50s. for adult men and 30s. for women over eighteen 
would be reasonable. A short final section makes a tentative port for a 
family-allowance scheme, financed out of general taxation, which would begin 
only on the third child.] 


CoLtz (MarcaReEt). Books and the People. London: Hogarth 
Press, 1938. 7”. Pp. 48. 1s. 6d. 


[A very readable discussion, which ranges from the practice of selection of 
books for readers by partisan book-clubs to the economics of the sixpennies. Is 
the growing gap in price between the popular and the scholarly work likely to 
diminish the spread of real learning ? Ts the taste of the public —. educated 
to better reading by the wealth of new literature available to it? Is there a 
new elasticity of demand at the bottom end of the market for even the more 
cautious and old-fashioned publishers to use? These are problems that concern 
both the book-trade and the reader, and Mrs. Cole has much that is valuable to 
say about them. Yet it is perhaps odd that so brave an author should give the 
reader a feeling of being unwilling to grasp some of the more obvious nettles. 
We are told much about the circulations of the book-clubs, little about the 
methods of selection. We can gather something about the financial problems 
of the publication of moderately well-selling literature, very little about the 
necessary subsidisation of learned works. Everyone, however, publisher, author 
and reader, will benefit by her comments. ] 


Cote (Marcaret) and SmirxH (C.) (Ed.). Democratic Sweden. 
London: Geo. Routledge, 1938. 8}”. Pp. xi + 334. 12s. 6d. 
[To be reviewed.] 


Connor (L. R.). Statistics in Theory and Practice. London: 
Pitman, 1938. 9”. Pp. xiv + 383. 12s. 6d. 

[This third edition has been thoroughly revised and rewritten. In Part I 
there is a new section on Seasonal Variations, and the method of Factorial 
Moments has been substituted for that of Least Squares. In Part II (Applied 
Statistics) is included information relating to the revised indices of prices and 
production of the Board of Trade, to the 1935 Census of Production, to the 
Economist index of business activity, etc.] 
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Court (W. H. B.). The Rise of the Midland Industries, 1600- 
1838. London: Oxford University Press, 1938. 9”. Pp. vi + 271. 
15s. 

[To be reviewed. ] 


Curtis (H. A.). A Guide to the Hire Purchase Act, 1938. Lon- 
don: Methuen, 1938. 64”. Pp. xi+ 49. 2s. 6d. 


[The purpose of this small book is to explain the formalities in hire purchase 
that must be observed in order to comply with the new Act of 1938.] 


Dennison (Henry (L.), (R. E.) and 
(M. E.). Toward Full Employment. London: McGraw-Hill, 1938. 
8”. Pp. xiii + 297. 12s. 6d. 

[To be reviewed. ] 


Drxon (R. A.) and Esernart (E. K.). Economics and Cultural 
Change. London: McGraw-Hill Publishing Co., Ltd., 1938. 9”. 
Pp. xi + 550. 18s. 

[This book, designed as a general introduction to the social sciences, is in 
SS rather an elementary textbook than an advanced study. After a 

rief introduction which indicates the relation of economics to the cultural 
problem, it proceeds to discussions of primordial hunting cultures, the village 
culture, agricultural, urban and commercial feudalism, the commercial and 
industrial revolutions, the growth of capitalism, and finally modern industrial 
capitalism. While it contains much that is of great interest in detail, there is 
little that is revolutionary either in its thought or presentation.] 


Durr (R. Paumg). The Political and Social Doctrine of Com- 
munism. London: Hogarth Press, 1938. 7”. Pp. 44. Is. 

[A useful short account of communist ideals, which, nevertheless, in part at 
least, gives an impression of having been rendered obsolete almost before pub- 
lication by the events of the last few months. ] 


GANGULI (BIRENDRANATH). Trends of Agriculture and Population 
in the Ganges Valley. London: Methuen, 1938. 8}”. Pp. xviii + 
315. 18s. 

[Reviewed in this issue. ] 

GuosH (P.C.). Elementary Economics (Pts. I and II). Calcutta : 
Longmans, 1937-38. 7”. Pp. vii + 163 and vi + 162. Rs. 2 each. 

[These two small volumes, the author of which is one of the Lecturers in 
Economics in Calcutta University, are designed primarily for Intermediate 
Students in that University. Part I is concerned with production and price, 
mainly in a competitive system, Part II with prices and incomes, including the 
study of monopoly prices, problems of international trade and the theory of 
distribution, The author has admirably succeeded in reconciling simplicity and 
lucidity with accuracy. There is little of the feeling of undue compression, of 
unanswered difficulties and of talking down to the students’ level, which many 
similar introductory books inspire. Modern theories are adequately presented 
without exaggeration. For their purpose these books can warmly 
recommended. } 


GREEN (Marsorie E.). Family Allowances. London : 
Endowment Society, 72 Horseferry Road, 8.W. 1, 1938. Pp. 32 , 

[Part I of this useful phlet is on family allowances in practice, and covers 
France, Belgium, Italy, New South Wales and New Zealand; Part II considers 
the general case for family allowances and possible schemes for Britain. Family 
allowances are advocated as: reducing poverty and malnutrition, reducing the 
maladjustment between unem ee ied pay and wages, making more feasible 
the claim for “‘ equal pay’”’ for women, and contig | (other things equal) to 
increase the birth rate.] 
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Hartey (Lorp). An African Survey. London: Oxford Uni- 
versity Press, 1938. 8}. Pp. xxviii + 1837. 21s. 
[To be reviewed.] 


Hansen (A. H.). Full Recovery or Stagnation? London: 
Black, 1938. 83”. Pp. 350. 15s. 
[To be reviewed.] 


Harris (H. L.). Australia’s National Interests and National 
Policy. Melbourne: Melbourne University Press (Oxford University 
Press), 1938. 8}”. Pp. ix + 155. 5s. 

[To be reviewed. ] 


Hawtrey (R. G.). A Century of Bank Rate. London: Long- 
mans, 1938. 9”. Pp. x + 328. 10s. 6d. 
[To be reviewed. ] 


Herbert Somerton Foxwell, 1849-1936. (By J. M.K.) London: 
Oxford University Press, 1938. 10”. Pp. 19. 1s. 6d. 


[This obituary notice of Foxwell, from the Proceedings of the British Academy, 
is based upon the longer notice, also by Mr. Keynes, published in this Journal 
in December 1936.] 


Hicks (Ursvuta K.). The Finance of British Government, 1920- 
1936. London: Oxford University Press, 1938. 9”. Pp. xi + 391. 
15s. 

[To be reviewed.] 


Hiacerson (J. H.). New Testament Economics. London: Wy- 
man & Sons, 1938. 7”. Pp. 76. 2s. 

[The author, a uate in economics of London University who is a member 
of the House of Laity of the Church Assembly, argues that the attack on private 
enterprise and the profit-motive as a stimulus to industry is based upon mis- 
interpretation of passages taken out of their proper context. He argues that 
= stewardship is the duty of a Christian business man, but that within that 
imit profit-seeking is consistent with Christian faith.] 


Hutcuison (T. W.). The Significance and Basic Postulates of 
Economic. Theory. London: Macmillan, 1938. 84”. Pp. x + 192. 
8s. 6d. 

[Reviewed in this issue.] 


JaTHAR (G. B.) and Burr (S. G.). Elementary Economics. 
Madras : Oxford University Press, 1938. 7”. Pp. viii + 227. 3s. 

[This book is an abridgement of Part I of the author’s Introduciion to 
Economics, published two years ago. It is designed for the Intermediate classes 
of Bombay Valente In general their treatment, though highly compressed, 
follows clearly along orthodox lines. There are a few points to which a critic 
might object. Thus, p. 28, it is far from clear how a third apple beyond that 
number which will afford satiety can be said to yield a (negative) disutility 
sande yey the utility of the most highly desired apple among those which had 
preceded it 


Kvuozynsxi (J.). Hunger and Work. London: Lawrence and 
Wishart, 1938. 9”. Pp. xii + 132. 3s. 6d. 


[The author attempts, largely on the basis of the published results of the 
Ministry of Labour earnings inquiry, to estimate the actual number of men and 
women earning less than Mr. Rowntree’s minima of 51s. 3d. and 298. 9d. respec- 
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tively. But the attempt is unfortunately completely unsuccessful, as Mr. Kuczyn- 
ski is unfamiliar with the nature of an average. reply to Mr. Bryn Roberts’ 
criticism that in those industries in which the average earnings are less than the 
minimum, the number of workers earning amounts equal to or greater than the 
minimum is not necessarily equal to the number actually known to be working 
overtime, Mr. Kuczynski pointe out that he is careful always to say “on the 
average.”’ And, again, in estimating the actual number of individual cases in 
which earnings are less than the minimum necessary for existence, there is no 
use in taking a figure, such as Mr. Rowntree’s, based on the needs of a family 
with three children. But as a very large part of this book consists of extracts 
from several issues of the Ministry of Labour Gazette, it may be of some value 


as a reference book.] 


Layton WatTER T.) and (G.). An Introduction 
to the Study of Prices. London: Macmillan, 1938. 74”. Pp. xiv + 
288. 8s. 6d. 


[In this third edition the statistical material has been wedied.} up to the end 
of 1937, and a brief account of the years 1934-37 has been added. 


Lyons (EvcENE). Assignment in Utopia. The “ Right’? Book 
ag A London: George G. Harrap, 1938. 8’. Pp. ix + 658. 
2s. 6 


[The Right Book Club has made available at a popular price this account of 
Russia by an American journalist who came to praise and remained to condemn. ] 


Marsuwatt (C. F. Denpy). A History of British Railways down to 
the Year 1830. London: Oxford University Press, 1938. 11”. 
Pp. xi + 246. 38s. 

[To be reviewed.] 


MARTINDALE (HitpA). Women Servants of the State, 1870-1938. 
London: Allen & Unwin, 1938. 83”. Pp. 218. 7s. 6d. 
[To be reviewed.] 


Marotcsy (M.) and Varea (S.). The National Income of Hungary, 
1924/25-1936/37. London: King & Son, 1938. 114”. Pp. vii+ 
116. 15s. 

[Reviewed in this issue.] 

McGrecor (A. Grant). Right Wages. London: Pitman, 1938. 
8)". Pp. xi+ 316. 8s. 6d. 

Th th uld restore prosperity by raising , and th 
runs as follows : of wages would teed 
to increased prices; after a suitable time lag to enable employers to find the 
money, oe would be raised; but purchasing power would not have been 
reduced, as prices would fall with increased efficiency consequent on increased 
output. His practical proposals bear no relation to this muddled mechanism. 


They are that the price level should be stabilised on the basis of a composite 
commodity, and that the ‘‘ dispute method ” should no longer be used for adjust- 


ing wages.] 

Mossy (J. E. G.). The Land of Britain. The Report of the 
Land Utilisation Survey of Britain. Pt. 70, Norfolk. London: 
The Land Utilisation Survey, London School of Economics, 1938. 
11”. Pp. 169. 4s. 

[To be reviewed.] 


Minuten, N. Hitler’s Magician: Schacht. London: Routledge, 
1938. 9”. Pp. 228. 10s. 6d. 


[This book would a; to have been written rather to relieve the feelings 
of the author than to inform a possible reader. It is a wholly partisan product, 
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reminiscent of the more virulent writings of the American ‘‘ muck-raking 

h. Asaserious contribution to the history of its period, it is utterly worthless. 
Such violent polemics damage, indeed, far more than they advance, the cause 
that they are supporting. It does nevertheless bring together a considerable 
amount of interesting information, and may be worth the study of a reader who 
is himself prepared to sift fact from pure gossip, accurate statistics from un- 
verified estimates, and confirmed knowledge from partisan surmise. The value 
of the economic judgments can best be inferred from a quotation from another 
writer that the author prints with approval: ‘‘ Dr. Hjalmar Schacht will go 
down in history as one of the annihilators of money. . . . Schacht became a de- 
stroyer of money because he no longer had the genuine financier’s respect for 
money; he misapplied it and violated it for political purposes. In this réle he 
incorporates, probably with reluctance, the spirit of the times, by which money, 
or the idea of an absolute economic asset, is being destroyed.”’] 


Peet (THE Hon. Gzeorce). The Work of Sir Robert Peel and its 
Lessons for To-day. London: Cobden-Sanderson, 1938. Pp. 30. Is. 

[This is the Richard Cobden Lecture, delivered in London during June 1938. 
Mr. Peel has admirably summarised the achievements of his distinguished grand- 
father. For many, however, the more personal anecdotes recorded at the end 
will do most to make vivid his picture of the great statesman. ] 


Poot (A. G.). Wage Policy in Relation to Industrial Fluctuations. 
London: Macmillan, 1938. 9”. Pp. xiii + 305. 12s. 6d. 
[To be reviewed.] 


QuresHi (A. I.). The State and Economic Life. Bombay: New 
Book Company, 1938. 9”. Pp. xi+ 208. Rs. 5. 7s. 6d. 


(The author, who is Head of the Department of Economics in the Osmania 
University, Hyderabad, considers the problem of State intervention in economic 
life in the light of studies that he has made in Germany, the U.S.A. and 
elsewhere. ] 


RAMAKRISHNA AyyaR (V.G.). Distributive Co-operation in India. 
Annamalainagar. Annamalai University, 1938. 8}”’. Pp. 58. 

[This is the first of a projected series of Bulletins of the Department of 
Economics of Annamalai University. It is a plea for further investigation and 
development of distributive co-operation in India.] 


Reprern (P.). The New History of the “C.W.S.” London: 
Dent, 1938. 9”. Pp. xiv + 624. 7s. 6d. 
[To be reviewed. ] 


Senior (Nassau W.). An Outline of the Science of Political 
Economy. With an Appendix. London: Allen and Unwin, 1938. 
82”. Pp. xii + 249. 7s. 6d. 

[To be reviewed.] 


SHanaHAN (E. W.). Modern Economic Organisation and Prob- 
lems. London: Longmans, Green, 1938. 74”. Pp. viii + 401. 


4s. 

[This book represents a revision of the second part of the Industrial Revolu- 
tion and the Economic World of To-day, published by Mr. L. W. White and Dr. 
Shanahan in 1932. It now forms a sequel to Mr. White’s book, noticed below. 
Two new chapters, on the scope, methods and aims of economic investigation 
and on statistical methods in economics, provide a useful introduction to those 
subjects for an elementary student. The remainder, as before, is concerned 
mainly with a descriptive account of the structure of modern capitalistic industry, 
with banking and ce, international trade, unemployment, public finance, 
and certain current problems of economic policy. These matters are discussed 
with common sense and lucidity, but little attempt is made to forge or use the 
weapons of economic analysis. ] 
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Spatpine (W. F.). A Key to Money and Banking. London: 
Blackie & Son. 1938. 7}”. Pp. 194. 5s. 

(This small elementary book begins with four chapters covering the dis- 
covery, evolution and functions of money. Subsequent chapters discuss its 
circulation, the quantity theory, paper money, international exchange and the 
development of banking. The treatment never goes far below the surface. It 
is, in general, more concerned with practical detail and less with the underlying 
principles than is required by the student of economics. To a practical banker, 
other than a complete novice, the detail is probably already familiar.] 


Spricce (C. J. S.). Karl Marx. London: Duckworth, 1938. 
7’. Pp. 144. 2s. 

(This very useful short life of Marx is designed to serve as an introduction 
and background to the reading of his works. It is concerned rather with his 
ways of life and the events that surrounded him, than with any serious appraisal 
of his thinking; but within its self-imposed limitations it will do much to hel 
readers of that most difficult of books to understand the circumstances be 4 
helped to frame Das Kapital.] 


Tuomas (E.) and Exas (C. E.). The Farms and Estates of Buck- 
inghamshire. Reading: Agricultural Economics Department, 1938. 
10’. Pp. viii + 45. 2s. 6d. 

(This admirable short survey, by the Agricultural Economics Department of 
the University of Reading, analyses the distribution of population and acreage, 
the numbers of holdings, their geographical distribution, soil, type and form of 
tenure, and classifies the public and private estates of the county.] 


Trwarrt (R. D.). Leather Industry. Its Transport Problem. 
Bombay: Reprinted from The Journal of the University of Bombay, 
Vol. VI, Part IV, Jan. 1938. 9}’. Pp. 52. 

(This pamphlet, reprinted from the Journal of the University of Bombay, 
begins with an account of the extent and importance of the Indian home and 
export trade in leather, and then proceeds to discuss problems of railway rates 
on the Indian railways as they affect the trade. The investigation is consider- 
ably hampered by lack of statistics later than 1922-23. It is argued that com- 
petition of railways to handle import and export business has largely nullified 
the protection that has been given.] 


Troup (R. S.). Forestry and State Control. London: Oxford 
University Press, 1938. 73”. Pp. vi+ 87. 3s. 6d. 


[This little book, by the Professor of Forestry in the University of Oxford, 
is divided into two parts. The first deals in six chapters with forest ownership, 
timber resources, the problem of the State in relation to control of such natural 
resources, possible measures, and finally the situation in Great Britain. The 
second part describes the measures that have been adopted in the ten chief 
European countries. ] 


Unwin (Grorcz). The Gildsand Companies of London. London : 


Allen and Unwin. 1938. 84”. Pp. xvi+ 401. 10s. 6d. 
[A new and cheaper edition, with few changes except in appendices.] 


Uyepa (T.). The Small Industries of Japan: Their Growth and 
Development. London and New York: Oxford University Press, 
1938. 9". Pp. xxii + 313. 15s. 

[To be reviewed. ] 


Warp (C. H. Dupiey) and Spencer (C. B.). The Unconventional 
Civil Servant. Sir Henry Cunynghame. London: Michael Joseph, 
Ltd., 1938. 8}. Pp. 287. 10s. 6d. 


[The authors of this life very nearly succeeded in the paradoxical achievement 
of writing the life of Cunynghame without even mentioning that he made an 
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important contribution to economic method. The half-page that they devote 
to this aspect of his life is concerned almost exclusively with his self-depreciatory 
apologetic for the use of diagrams. They clearly regard ‘‘ A Geometrical Political 
ae : as of less significance than his ‘‘ Theory and Practice of Art Enamelling 
upon Metal.’’] 


Wetuisz (Leopotp). Foreign Capital in Poland. London: 
George Allen and Unwin, 1938. 73”. Pp. 281. 7s. 6d. 


[The author, managing director of a large manufacturing firm, and vice-president 
of the Polish-American Charter of Commerce, sets out to examine the natural 
resources of Poland, and the reasons for their relative lack of development 
and for the shortage of capital from internal sources. The estimates of foreign 
capital are based upon knowledge of foreign issues and credits. The analysis is 
divided into government borrowings, those of local government boards, and foreign 
capital supplied to private undertakings. It would appear that in 1937 the 
total foreign borrowings of the State were equivalent to about 3,223 million 
zlotys (about £125 millions); the borrowings of local governments stood in 1936 
at 212 million zlotys (about £8 millions); the capital lent, both short and long, 
to private enterprises amounted to 3,791 million zlotys (about £146 millions). 
Of the government loans a little under one-half were from the United States, 
about 20% from France, and less than 10% from Great Britain. Of the com- 
mercial loans, it was impossible to identify the source of about one-third. Of the 
remainder France provided about 33%, Germany about 16%, and Great Britain 
about 8%. The author discusses the solvency of Poland, and argues that the 
country is capable of making profitable use of considerably added amounts of 
capital. He indicates the uses to which he thinks it could profitably be put.] 


Wuite (L. W.). Industrial and Social Revolution, 1750-1937. 
London: Longmans, Green, 1938. 74”. Pp. vii + 308. 5s. 

[As was indicated above in a note on Dr. Shanahan’s book, this new volume 
succeeds to Part I of an earlier joint volume of the two authors. This book is 
now composed exclusively of a study of the economic development of this country 
from 1750, intended mainly for sixth-form students preparing for the Higher 
Certificate. Three new chapters deal with the more recent history of the staple 
industries, with changes in foreign trade and industrial organisation and with 
the events of the nineteen thirties. ] 


WaitEHEAD (T.N.). The Industrial Worker. A Statistical Study 
of Human Relations in a Group of Manual Workers. London: Oxford 
University Press, 1938. 104”. Pp. xii + 265, viii-+ 172. 21s. 


[To be reviewed.] 


Wizatts (E. C.). The Land of Britain. The Report of the 
Land Utilisation Survey of Britain. Pt. 79, Middlesex and the London 
Region. London: The Land Utilisation Survey, London School of 
Economics, 1938. 11”. Pp. 187. 4s. 


[To be reviewed. ] 


YaHuDA (JosEPH). Bio-Economics. London: Pitman, 1938. 
7h’. Pp. xviii + 204. 7s. 6d. 


[The author claims that this book represents an attempt to apply the methods 
of thought and analysis of biology to the problems of economics. The key to 
the problem is the pursuit of power and its use and abuse. In economics, as in 
biology, there is a law of natural selection, whose operations are, however, often 
checked, since, “‘ owing to the prevalence of economic and social individualism, 
selfishness spreads and intensifies, and the amount of patronage which goods, 
services and people attract is not proportionate to their survival value or merit. 

is spells ruin to the race, since anti-survival factors are encouraged thereby 
at the expense of survival factors.’’] 
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American. 


Beuuine (B. N.). Competition and Monopoly in Public Utility 
Industries. Urbana: University of Illinois Press, 1938. 10’. Pp. 
187. $2 paper-bound, $2.50 cloth-bound. 


[To be reviewed.] 


Brack (J. D.) and Mupcert (B. D.). Research in Agricultural 
Index Numbers: Scope and Method. New York: Social Science 
Research Council, 1938. Pp. viii + 152. 75c. 


(This pamphlet reviews the theory of index-numbers in its application to 
agricultural prices, and compares the results obtained by various formulz.] 


BLOOMBERG (LAWRENCE N.). The Investment Value of Goodwill. 
Baltimore : The Johns Hopkins Press, 1938. 94”. Pp. 70. $0.75. 


[This forms one of the Johns Hopkins University Studies in Historical and 
Political Science, that has grown out of a doctorate thesis. It was first sought 
to divide companies into those that relied to a large and small extent respectively 
upon goodwill by calculating the relative importance of their tangible and in- 
tangible assets. This proved impossible, and division had to be made arbitrarily 
from knowledge regarding their products, extent of advertising, etc. Five tests 
were then made for sample groups of companies in each section. An imagi 
investment of $1000 was traced over a period of years. The first test covered 
the whole period 1912-37. Other tests were made with different bases, over 
shorter periods, and for different samples. The results of these tests would 
suggest that the stocks of the ‘‘ goodwill’’ companies have been much more 
profitable than the “ physical assets’’ companies. The public would appear 
ordinarily to undervalue goodwill and underestimate monopoly powers, to over- 
value physical assets, and underestimate the fixed charges which the possession 
of physical assets during a depression must involve.] 


Bunce (A. C.). Economic Nationalism and the Farmer. Ames, 
Iowa: Collegiate Press, 1938. 8”. Pp. ix + 232. $1.50. 


(The author, who is Research Assistant Professor at Iowa State College, 
makes a careful and dispassionate re-examination of the relative advantages of 
economic isolation and international trade as they affect the American farmer. 
He traces the effects of the disparities of agricultural and industrial prices and 
indicates the advantages that have been claimed for a closed economic system 
by such bodies as the ‘‘ Committee for America Self-Contained.” But he goes 
on to show the inevitable consequences to American agriculture of any attempt 
to exclude imports and curtail international trade, and agricultural exports.] 


Burpick (E. CLark). Unemployment Relief without Taxation. 
New York: Samuel R. Leland, 1938. 7}”. Pp. 125. $1.25. 


[The author of this book is by profession an engineer, and he set out to create 
a science of economics as rigid and exact as his own. After an attempt to con- 
struct a system of simultaneous equations, he became convinced that this led 
him only in circles. He then “ started searching for some hitching-posts to tie 
the equations to.”’ The result is a series of elementary laws designed as a working 
hypothesis for a science of finance and trade. The outcome of this is a mechani 
which he calls the Purchase Order Exchange, designed to secure that industry 
always runs to full capacity. ‘‘ These exchanges would be devices by means of 
which a subscriber, such as a store, could offer its customers employment or 
sales of their goods or services in the same amount as their purchases from the 
store.”’] 


CHENAULT (L. R.). The Puerto Rican Migrant in New York City. 
New York: Columbia University Press, Oxford University Press, 
1938. 93”. Pp. xii+ 190. Ills. 6d. 


[A careful and scholarly study by one who was formerly in the Department 
of Economics in the University of Puerto Rico of a small section of the popula- 
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tion of New York. In the first part the economy of Puerto Rico itself is 
described, its population analysed, and the causes and extent of migration are 
indicated. In the second part the occupations, residence, health and social 
adjustments of the immigrants are examined in detail.] 


CowLEs CoMMISSION FOR RESEARCH IN Economics. Report of 
Fourth Annual Research Conference on Economics and Statistics. 
July 5-29, 1938. 

{Included among those who gave some thirty-six papers to this fourth annual 
conference on Economics and Statistics, are Professors Schultz, Tintner, Secrist 
and Davis, Drs. Roos, Ezekiel and Mendershausen, Messrs. Lerner and Allen. 
As before the summaries are necessarily so brief as to give only an indication of 
the authors’ broad lines of thought.] 


Dennison (H. 8.) and GatsraiTH (J. K.). Modern Competition 
and Business Policy. New York: Oxford University Press, 1938. 
8}”. Pp. 120. 5s. 

[To be reviewed.] 


Ety (R. T.) and Hess (R. H.). Outlines of Economics. Sixth 
Edition. New York: The Macmillan Company, 1938. 9”. Pp. 
xviii + 1064. 15s. 

[This long-famous text-book has once again been largely rewritten and 
brought up to date. Since it first appeared in 1893 it has undergone many 
modifications, at any earlier stage at the hands of the author himself with T. 8. 
Adams and Allyn Young, now again thanks mainly to Dr. Ralph Hess, formerly 
of Wisconsin, and now of New York. In matters of detail and of fact, and in 
references to literature, much has been done to bring it up to date. But in 

ent and treatment it retains, inevitably and properly, much of the 
atmosphere of a solid Victorian edifice whose character is scarcely affected by 
these minor attempts at modernisation.] 


Hamitton (THomas R.). A Statistical Study of Wool Prices. 
Texas: A. & M. Press, 1938. 9”. Pp. 56. 

[The author of this phlet is Professor of Statistics in the Agricultural and 
Mechanical College of Texas. He applies to problems of the elasticity of demand 
for wool the techniques developed by Dr. Ezekiel and others.] 


Harwoop (E. C.) and Bram (R. L.). Investment Trusts and 
Funds from the Investor’s Point of View. Cambridge, Mass.: Ameri- 
can Institute for Economic Research, 1938. 9”. Pp. 104. $1.0. 

(This pamphlet, from an Institute which appears to exist chiefly for the 
publication of the ideas of Mr. Harwood, is concerned to examine such matters 
as the pitfalls due to defects in the trust documents and other similar causes of 
loss to investors. A theoretically ideal trust is outlined, and of more than 1200 
American and British trusts it is claimed that the unsuitable are eliminated and 
the best recommended. } 


Hepeces (J. E.). Commercial Banking and the Stock Market 
before 1863. Baltimore: The Johns Hopkins Press, 1938. 9}”. 
Pp. 164. $1.50. 

(The author of this volume, in the Johns Hopkins Studies in Historical and 
Political Science, is Assistant Professor of Economics in Emory University. The 
present work grew out of an examination of the historical origins of the problem 
of the over-concentration of commercial reserves in New York, which was held 
by many to have played an important part in the crisis of 1929. The existence 
of such a problem since 1863 had long been recognised. Further research has 
shown that its origins were considerably earlier. ] 


Hencu (W. M.). Trends in the Size of Industrial Companies in 
Philadelphia from 1915 through 1930. Philadelphia: University of 
Pennsylvania, 1938. 9”. Pp. x-+ 91. 

The i tigati f in the si f industrial ies in Phila- 
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wealth of Pennsylvania, published every three years, and containing the numbers 
of employees of all firms listed. The results are interesting, but the discussion 
of them is somewhat naive. As is usual, there is a high mortality of young 
firms. There was little evidence of growth towards a single stable size. ‘“‘ The 
outstanding characteristic throughout the investigation has been that of change, 
either growing or declining, and not of stability.’’] 


Kies (B. §.). Trade Associations in Law and Business. New 
York : Central Book Company, 1938. 9”. Pp. 399. $5.00. 
[To be reviewed. ] 


Kuznets (8.). Commodity Flow and Capital Formation. Vol. I. 
New York: National Bureau of Economic Research, 1938. 114”. 
Pp. ix + 505. 21s. 

[To be reviewed.] 


Marsu (L. C.) and others. Health and Unemployment. Some 
Studies of Their Relationships. McGill University, Oxford University 
Press, 1938. 8}”. Pp. xxv + 243. 10s. 6d. 

[To be reviewed. ] 


(H. A.) and Montcomery (R. E.). Labor’s Progress and 
Some Basic Labor Problems. Vol. I. London: McGraw-Hill Pub- 
lishing Co., Ltd., 1938. 9”. Pp. xvi + 584. 21s. 

[To be reviewed.] 


Mriuis (H. A.) and Montcomery (R. E.). Labor’s Risks and 
Social Insurance. The Economics of Labor. Vol. II. London: 
McGraw-Hill Publishing Co., Ltd., 1938. 9”. Pp. xii + 453. 18s. 

[To be reviewed.] 


Norrurorp (M. B.). Control Policies of the Reichsbank, 1924- 
1933. New York: Columbia University Press. London: P. 8. 
King, 1938. 9”. Pp. 405. 18s. 

[To be reviewed.] 


Paris (JAMES DANIEL). Monetary Policies of the United States, 
1932-1938. New York: Columbia University Press, 1938. 9”. 
Pp. viii + 198. 14s. 

[To be reviewed.] 


Reicu (N.). Labour Relations in Republican Germany. An 
Experiment in Industrial Democracy, 1918-1933. New York: Ox- 
ford University Press, 1938. 73”. Pp. 293. 12s. 6d. 

[To be reviewed.] 


Scuuttz (H.). The Theory and Measurement of Demand. 
Chicago: The University of Chicago Press, 1938. London: Cam- 
bridge University Press, 1938. 10’. Pp. xxxi+ 817. 34s. 

[To be reviewed.] 


Srcrist (Horace). National Bank Failures and Non-Failures. 
Bloomington, Indiana: Principia Press, 1938. 10’. Pp. xix + 309. 
[This is a very thorough study of the life-histories since 1920 of 741 separate 
national banks which failed during certain years between 1925 and 1932, and of 
a further 111 which failed after 1933. The study is primarily concerned with 
symptoms of likely failure, but it is claimed that it serves also to establish 
No. 192.—vou. xLvm1. 3G 
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standards of operation to agen or correct those ordinarily held. The 
’ detailed results are too complex to lend themselves easily to summary. The 
¢. book should be consulted by all who are interested in the strength and weak- 
nesses of the United States banking system.] 


SpENGLER (J. J.). France Faces Depopulation. Durham, North 
Carolina: Duke University Press, 1938. 9”. Pp. 313. $3. 
[To be reviewed.] 


Stewart (B.M.). Planning and Administration of Unemployment | 
Compensation in the United States. New York: Industrial Relations 
Counselors Incorporated, 1938. 9”. Pp. xii + 665. $4. 


[To be reviewed. ] 


“Trntey (J. M.). Public Regulation of Milk Marketing in Cali- 
fornia. Berkeley, California: University of California Press. Lon- 
don: Cambridge University Press, 1938. 8”. Pp. xi+ 213. 7s. 


[To be reviewed. ]} 


Warkrns (G. 8.) and Dopp (P. A.). The Management of Labor | 
Relations. London: McGraw-Hill, 1938. 9’. Pp. xviii + 780. | 
24s. 
[To be reviewed. ] | 
Wavueu (A. E.). Laboratory Manual and Problems for Elements 
of Statistical Method. London: McGraw-Hill, 1938. 9”. Pp. x + 
171. 8s. 6d. 


[This manual is designed to supplement the ordinary course of lecturing in 
statistics by providing exercises and problems based upon realistic data. For 
4 time-saving purposes it includes a number of the most useful statistical tables 
and formulz.] 


Woyrtinsky (W. S.). Labor in the United States. Washington : 
Social Science Research Council. 9”. Pp. xiv + 333. $3.50. 
[To be reviewed. ] 


French. | 


| Botssonnet (J.). La Misére par la Surabondance. Karl Marx | 
. pére de la Crise Mondiale. Paris: Sirey, 1938. 9”. Pp. 221. 
35.0 fr. 

[The thesis of the author is that the workings of the laws of supply and demand | 
are inexorable in the long run, apart from being the greatest aoe agency for the | 
social good of mankind. The evil effects which spring from disregard of these 
laws under the influence of Marxist class war ideology are traced in the World 
Economic Crisis. The author suggests as a remedy the establishment of a cor- 
porative system, which would restore the unity of the nation, abolish undue in- 
P terference with the laws of supply and demand, and protect the worker through 
legislation against some of the abuses of the workings of these laws under laisser- 

faire conditions. 


ConpuirFE (J. B.). Markets and the Problem of Peaceful Change. 
Paris: International Institute of Intellectual Co-operation, 1938. 
93”. Pp. 63. 
¥ [To be reviewed.] 

i Ferenczi (IMrz). The Synthetic Optimum of Population. Paris : 
International Institute of Intellectual Co-operation, 1938. 


Pp. 115. 
[To be reviewed.] 


a 
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GUENSER (G.). Le marché monétaire frangais et son contréle 
la Banque de France. Paris: Sirey, 1938. 10’. Pp. 357. 65.0 fr. 
[To be reviewed.] 


Gurrron (HENRI). Economie Rationnelle: Economie Positive : 
Economie Synthétique. Paris: Librairie du Recueil Sirey, 1938. 
25cm. Pp. x+ 148. 40.0 fr. 


[The author’s aim is to analyse three possible types of Economic Science and 
their respective contributions to the progress of thought. The characteristic 
features of Economie Rationelle are, according to the author, its abstractness, 
its generality, the use of the deductive method and its remoteness from reality. 
The development of this type of theory is traced rather cursorily from Quesnay 
through Ricardo to Walras. Attention is devoted to the technique of analysis 
rather than to the problems analysed. Thus the development from Quesnay 
to Walras appears as a straight line of progress from the primitiveness of the 
Tableau Economique to the height of the system of simultaneous equations 
describing the general equilibrium of all markets. Economie Rationelle as a 
self-sufficient study must remain sterile. The validity of its assumptions are 
ever in need of verification, and theory can never do without the constant stimulus 
of the discovery of new empirical uniformities. nomie Positive is the anti- 
thesis of Economie Rationelle. Its aim is ‘‘ to make the facts 
Historic School, Mitchell and Aftalion are dealt with as examples. the course 
of its development this School realised that ‘‘ to make the facts speak ” requires 
an elaborate theoretical apparatus, the theory of time series. But even the study 
of the correlation of time series can never be a self-sufficient pursuit. Facts 
without theory are blind. Economie Synthétique, whose chief representative 
is Moore, provides the Synthesis. Moore realises the necessity of choosing 
definite functions to represent demand and supply curves and to determine 
empirically the constants of these functions. He has not, however, freed himself 
sufficiently from the shackles of Walrasian Statics to present a realist approach 
to Economics. Nevertheless, in the author’s view his work is the nearest approach 
to the highest aim of present-day economics—the construction of a realistic 
system of dynamic economics. ] 


Guirron (H.). Essai sur la Loi de King. Paris: Sirey, 1938. 
8”. Pp. 8l. 18.0fr. 

[‘* King’s Effect ” is the name which the author attaches to the phenomenon 
of inelastic demand. He tries to state as precisely as possible the conditions 
which are likely to give rise to inelastic demand. The tendencies towards Non- 
Proportionality in momic Life—inelasticity of demand—are opposed by a 
‘horror of Non-Proportionality ’”—i.e., a tendency towards substitution.] 


Hirer (J. P.). L’Incidence Economique de la Frappe de Mon- 
naire d’Argent aux Etats-Unis. de 1878 4 1893. Paris: Editions 
des Presses Modernes, 1938. 94”. Pp. 82. 18/fr. 

[To be reviewed.] 


Hirer (J. P.). La question de la monnaie d’argent aux Etats- 
Unis des origines & 1900. Paris: Les Editions des Presses Modernes, 
1938. 10’. Pp. 493. 75 fr. 

[To be reviewed.] 

LavEeRGNE (B.). Essor et décadence du capitalisme. Paris: 
Payot, 1938. 9”. Pp. 251. 25 fr. 

[The author tells us that his aim is to give, in a form easily comprehensible 
to the public, ‘‘ the essentials of what an educated person should know at the 
present day about the Capitalist order.” And his book is in fact clear, easy to 
read and of a convincing style. Prof. Lavergne criticises severely every measure 
of planned economy, and gives as an exposition of the reasons for his faith in the 
improvement of Capitalism by Co-operation. It is not a question here of con- 
sumer’s co-operation, but of what the author calls ‘‘ régies coopératives,” of which 
he finds excellent examples in the Belgian ‘‘ Sociétés Nationales ” and in our 
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Public Trusts. Mr. Lavergne greatly praises the working of the latter, which, 
he considers, represents the first step towards a co-operative order in which the 
Public Trusts would, in a renewed Capitalism, take the place occupied to-day by 
state enterprises, or by monopolies protected by the state.] 


LzscureE (J.). Des crises générales et périodiques de surproduc- 
tion. Vol. I: Le phénoméne. Vol. II: Causes et remédes. Paris: 
Les Editions Domat-Montchrestien, Loviton, 1938. 9”. Pp. xvi-+ 702. 
100 fr. 

[This is the fifth edition, revised and brought up to date, of Professor Lescure’s 
treatise on industrial fuctuations which was first published in 1906: the third 
edition was reviewed in the Economic JourNAL, December 1924, by Mr. J. I. 
Craig. The first volume (445 pp.) is descriptive, and analyses the most important 
fluctuations from 1810 to the present time. Over a third of the volume is devoted 
to the post-war developments. The second volume is mainly theoretical, and 
contains a lengthy discussion of causes and remedies; in this case the author 
appears to have regarded as unnecessary any extensive revision of his earlier 
conclusions. } 


LETELLIER (G.), PERRET (J.), ZUBER (H. E.), and Davupuntn- 
Meunier (A.). Le chémage en France de 1930 4 1936. Paris: 
Librarie du recueil Sirey, 1938. 9’’. Pp. 330. 75 fr. 

[To be reviewed.] 


OvaLip (WitL14M). International Raw Materials Cartels. Paris : 
International Institute of Intellectual Co-operation, 1938. 94”. 
Pp. 54. 


[To be reviewed.] 


Prov (G.). La Monnaie Frangaise de 1936 4 1938. Paris: Sirey, 


1938. 8’. Pp. 129. 22 fr. 

[This brings up to date Professor Pirou’s earlier study, La Monnaie frangaise 
depuis la guerre. The book falls into three parts; the first, entitled Franc 
« élastique”’ et franc “‘ flotiant,” is concerned with the effects of the various 
currency policies and consequent legislation from July 1936 onwards. Part II 
deals with the problem of the Indo-Chinese currency and its relation to the 
franc. Part III discusses in the main the monetary theories of M. Rist.] 


Prrov (G.). Les Théories de l’équilibre économique. L. Walras 
et V. Pareto. 2nd Edition. Paris: Les Editions Domat-Montchres- 


tien, Loviton, 1938. 9”. Pp. 465. 85 fr. 
[To be reviewed. ] 


Prrov (G.). L’utilité marginale de C. Menger a J.-B. Clark. 
Paris : Domat-Montchrestien, 1938. Pp. 323. 85 fr. 

[The second edition of a course of lectures held at the Ecole Pratique des 
Hautes Etudes in 1931-32.] 


QuaADEN (P.). Les Mutations Monétaires en théorie et en pratique. 
Paris : Recueil Sirey, 1937. 94”. Pp. 253. 50 fr. 

[To be reviewed. ] 

Belgian. 

RovssEaux (Pav). Les Mouvements de Fond de l’Kconomie 
Anglaise 1800-1913. Louvain: Institut de Recherches Econo- 
miques, 1938. 9}”. 

[To be reviewed.] 
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German. 


Denerre (P. J.). Die Berechnungen iiber die kiinftige deutsche 
Bevélkerungsentwicklung. Eine vergleichende Darstellung. Leip- 
zig: Buske, 1938. 9”. Pp. 175. RM. 5.25. 


[This very thorough book on the statistical problems arising in forecasts of 
future population fills a definite gap, and it can be heartily recommended to 
English students of the population problem. The author distinguishes two 
distinct types of population forecasts: the ‘‘ actual statistical forecast ” and the 
‘* construction of population types ”’ on the basis of present biological tendencies. 
Although the purpose of the book is mainly methodological, there are also 
sections in which the results are applied to forecasts of the German population. 
Of particular value is a critical examination of the reliability of population fore- 
casts. There is an extensive, though not complete, bibliography appended.] 


DevutscH (P.) and Hrirar (Y.). Neues Betriebswirtschaftliches 
Quellenbuch. Eine Allgemeine Betriebswirtschaftslehre in Einzeldar- 
stellungen. Leipzig: Meiner, 1938. 9”. Pp. xvii + 230. RM. 5.00 
(paper); RM. 5.80 (cloth). 

[This book is of the Festschrift character, and it well fulfils its purpose of 
giving a general survey of the highly-developed science of business administration 
in Germany. There are thirty-two contributions of half a dozen _—- each, 
arranged in four groups: the history and organisation of the science, the elements 
of business administration (with a very interesting contribution by Professor 
Roessle on small-firm organisation), market policy (where the article on prices 
and costs by Professor Mellerows is of particular interest to economists), and on 
business accounting. In addition, there is an extract from the ‘‘ Law for the 
Regulation of National Labour,” a list of all teachers of business administration 
in German institutions of University rank (not fewer than seventy-four!) and a 
curriculum vite and list of writings of each of the thirty-two contributors at the 
end of his contribution.] 


KELLER (R. von). Die Verlagerung der grossstaédtischen Industrie. 
Eine wirtschaftspolitische Studie. Leipzig: Meiner, 1938. 9”. Pp. 
vii + 160. RM. 7.50. 

[A German version of the ‘‘ Fifty-New-Towns ’’ movement, with a better- 
balanced discussion of economic costs and gains, and a more realistic attitude to 

roblems of finance, but a less concrete scheme as regards the architectural and 

ousing aspects. A combination of compulsion, persuasion and inducement is 
proposed for obtaining factory mgs soma in desirable locations, which English 
students of the depressed areas problem may profitably study if not always 
accept. ] 

Prerersen (H. H. B.). Besteuerung von technischen Fortschritten 
als Mittel der Konjunkturpolitik. Leipzig: Buske, 1938. 9”. Pp. 
214. RM. 5.70. 

[The title of this book is misleading, for it is only in the last 25 pages that the 
issue of the trade-cycle effects of a tax on machinery is really tackled. Here the 
author advocates a tax on new “ labour-saving”” machinery at a rate of 100 
per cent. of the wages of men thrown out of work by it. The bulk of the book is 
devoted to theoretical discussions of ‘‘ compensation ” and the réle of machinery 
and technical progress in the trade cycle. Some original contributions are 
obscured by an excess of quotations, which sometimes have little bearing on the 
main argument, and by abrupt changes between abstract Sor 
schematic ‘‘ models,’ concrete (German) economic conditions and (rather light- 
hearted) statistical ‘‘ verifications.”” An interesting explanation of the relative 
growth of retail distribution and services is advanced: that, because of the 
smaller employment of machinery in distribution, the increasing output of 
industry needs comparatively more workers to handle it.] 


Scumipt (W.). Leitgedanken der Eisenbahngiitertarifpolitik. 
Leipzig : Meiner, 1938. Pp. 24. RM. 0-80. 

[A paper read to the Institute of Transport Economics in Leipzig, showing 
how the traditional policy of discrimination on commercial! grounds—by distance, 
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class of goods, contracts with special firms in depressed areas—in transport on 
German railways has recently been systematised, and the railway system uses 
discrimination in the service of the main ends of State policy: work creation, 

icultural independence, the export drive, the Four Years Plan, Winter Help. 

e examples are mainly taken from the transport of products of Saxon industry, 
and they illustrate the conflicts of interests arising from a differential policy. 
An unambitious descriptive paper, without deeper economic analysis or recom- 
mendations. 


Scumipt (W.). Kapital und in der Planwirtschaft. 
Eine theoretische Untersuchung auf der Grundlage des Marginal- 
prinzips. Diisseldorf: Nolte, 1938. 83’. Pp. vii + 76. 


[A very remarkable attempt to show that the Béhm-Bawerkian capital 
theory in conjunction with the principles of marginal choice as developed by 
the Walras—Pareto—Barone branch are of indispensable relevance to the problem 
of a socialist economy, whether with or without free consumers’ choice. Althou 
the author follows—unwittingly—in many respects the lines indicated by t 
recent discussions of pricing in a socialist State in this Journal and elsewhere, 
in others his research is on different lines, and no reader interested in those 
discussions will regret consulting this book.] 


Sraropussky (L.). Das Volkszihlungswesen in der Union der 
Sozialistischen Sowjetrepubliken. Vienna: Deuticke, Schriften des 
Institutes fiir Statistik, 1938. 83”. Pp. 142. RM. 3. 


[The author is full of praise for the analysis of the results of the U.S.S.R. 
population Census of 1926, though he advances some criticisms of its technical 
preparation. Of the dramatic cancellation of the 1937 Census he can give no 
certain explanation, but he presumes that this hitch was due to the mixture of 
politics and statistics in the part of the schedule concerned with religion—which 
might have sown distrust of the whole Census among the Russian population 
and led to evasions and inaccurate statements on other schedules as well. He 
mentions a long series of statistical innovations introduced by the U.S.S.R. 
statisticians, of which he thinks the most important the new line of demarcation 
between ‘‘rural” and ‘‘ urban” settlements. Beyond the field of statistical 
technique, the book contains much material on the structure of the U.S.S.R. 
population and a discussion of the attitude of dialectical materialism towards 
statistics. A well-informed and useful book.] 


von Strict Ricnarp. Einfiihrung in die Grundlagen der National- 
ékonomie. Vienna: Julius Springer, 1937. Pp.v + 221. RM. 5.40. 


[This is a short introductory textbook on economic theory the aim of which is 
“to present the teachings of economics, as far as possible, in accordance with the 
latest formulations, though limiting the treatment to such material as can be 
regarded as safely established in the science.” Starting with the laws of supply 
and demand, the author deals with the laws of returns, marginal productivity, 
capital and saving, monopoly and monopolistic competition, money and the 
trade cycle, trade-cycle policy, foreign exchanges, taxation, the theory of com- 

tive costs, protection and free trade and, finally, the theory of economic policy. 

t is unfortunate that a book dealing with ‘established doctrine ’’ should 

include the author’s questionable views on money and the trade cycle without 

sufficient indication of their controversial character. On p. 157, for example, 

we are told thai ‘‘ as regards the crisis, it must be true that an expansionist credit 

licy which attempts to alleviate the effects of the crisis can have no success. 

e history of the last crisis has shown in all clearness that the attempts to 

prevent the liquidation of excessive investments by easy money policy or other 

interventions can only have the effect of prolonging the crisis and aggravating 
its consequences.”’] 


Wats (E.). Kaufmannische Betriebswirtschaftslehre. Leipzig : 
Gloeckner,1938. 94”. Pp. xii+ 552. RM. 14.80 (foreign price 
RM. 11.10). 

[To be reviewed.] 


| 
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Wiet (P.). Krieg und Wirtschaft. Berlin: Walter de Gruyter, 
1938. 9”. Pp. xii+ 145. RM. 5 (paper), RM. 6 (cloth). 


[This book sets out to show that the economics of war must be understood 
not as a chapter of economics (‘‘ interventionism,” ‘‘ pathology”), but of the 
science of war, and that a country that adheres to economic liberalism in time of 
war, creates the conditions for its own defeat. The economic effects of war, and 
of war liquidation after its conclusion, are excluded, but in the remaining field of 
war preparation and economic conduct of the war the author does not confine 
himself to German conditions and problems and there are many remarks i 
the economic preparation and the war economy of this country during 1914~-18.] 


ZIEGENFusS (W.). Deutsches Genossenschaftswesen. Eine Ein- 
fihrung. Leipzig: Buske, 1938. 9”. Pp. 147. RM. 2.62. 


[This book can hardly be regarded as an adequate factual or statistical 
introduction to co-operation in Germany. The larger—and better—part of the 
book consists of quotations illustrating the origin of the co-operative idea from 
various sources—V. A. Huber, Schulze-Delitzsch, Raiffeisen, the Rochdale 
pioneers. The second part, trying to define the essence of co-operativism, is 
often vague and artificial, and these attempts at ‘‘ interpretation ’’ are unhappily 
already foreshadowed in the first descriptive part. The main item of interest to 
English readers will be the greater réle of producers’ and agricultural co-operation 
—as against consumers’—in the German movement, and the sections of the 
book relating to them.] 


Hungarian. 


Rost4s (L.). Konjunkturaelmélet és konjunkturapolitika. 
(Trade-Cycle Theory and Trade-Cycle Policy.) Budapest: Hungarian 
Academy of Science, 1937. Pp. ix + 339. 


[This work, which was awarded the prize offered by the Hungarian Academy 
of Science for a treatise on the trade cycle, contains what is probably the most 
extensive review of trade-cycle literature in existence. It is thus somewhat 
similar to Professor Haberler’s Prosperity and Depression, though it differs from 
Haberler’s book both in the scope of the literature covered and in the intensity 
with which the views of individual writers are criticised. Apart from a systematic 
treatment of the various trade-cycle theories on the basis of a theoretical classi- 
fication—the author distinguishes between three main types of endogenous, and 
four types of exogenous, ries—it contains a history of the development of 
this branch of economics and an outline of the problems which prompted the 
earliest writers on the subject. It also includes a very extensive and well- 
classified bibliography. The latter parts of the book are devoted to an exposition 
of the author’s own views and to problems of trade-cycle policy. Unfortunately 
these are not so fully developed. He regards the fluctuations in long-term 
investment activity as the primary factor in the cycle, but he is unwilling to 
ascribe these fluctuations to a single ultimate cause. He is sceptical of the 
possibility of eliminating fluctuations by Government policy, thinking that, 
while expansionist measures can succeed in lifting the system out of a state of 
depression, they cannot prevent the preceding deflationary process from running 
its course. ] 


Czecho-Slovakian. 


Jastrow (J.). Die Prinzipienfragen in den Aufwertungsdebatten. 
Briinn: Rohrer, 1938. 9”. Pp. xi + 182. 


{In this posthumous book, the late Professor Jastrow describes the problems 
created for debtor-creditor relations by the extreme devaluation of the legal 
tender in Germany in 1923. The first part deals with the legal arguments used in 
the ‘‘ Mark = Mark?” problem; the second part traces the influence of these 
legal discussions on subsequent monetary theory (Nussbaum, Knapp, Tauber 
and Stampe). The problem of revaluation of devalued claims to legal tender is 
then shown as requiring, for its solution, a discussion of the principles of monetary 
exchange. There are enn an account of revaluation discussions (including 
the gold clause) outside Germany and a full bibliography of the problem.] 
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SranicéeK (KuneS). Produktivismus. Prague: Zeitschrift 
“ Hospodarska Demokracie.” 1938. 8”. Pp. 266. Ké. 35. 


[A book written in popular language, exposing the chaos of capitalism and 
the failure of Marxism and proposing a new sysiem of “‘ scientific productivism,” 
the main feature of which is stability of the price level obtained by a complex 
system of accountancy. It is worth reading only as an example of the attraction 

4 of monetary reform for eccentrics. The author mentions that he read a pe r 
on his ideas to the Masaryk Academy ‘‘ which none of the members o t 
Institute understood.’’ Most readers will feel the same way.] 

Ten Years of the National Bank of Czechoslovakia. Prague : 
The National Bank of Czechoslovakia, 1937. Pp. 487. 


[This volume is much more than a history of the National Bank. It provides 
a useful source of information upon a wide variety of subjects concerning 
economic development and State and industrial finances during the first epoch 
of Czecho-Slovakia’s history.] 


Scandinavian. 

ErnarsEn (J.). Reinvestment Cycles and their Manifestation in 
the Norwegian Shipping Industry. Oslo: J. C. Gundersen for Uni- 
versity Institute of Economics, 1938. 10”. Pp. 222. 

[To be reviewed. ] 

Italian. 


BarsierRi (G.). Norme di morale economica dettate da San 
Carlo Borromeo. Milan: Giuffré, 1938. Pp. 23. 4/1. 

Di Narpi (G.). I limiti di oscillazione del salario nei rapporti col- 
lettivi di lavoro. Bari: Macri, 1938. Pp. 92. 121. 

Di Narp1(G.). Ilsistema bancario nell’ ordine corporativo. Bari: 
Cressati, 1938. 10’. Pp. 68. 

Fossati (A.). Le classi medie in Italia. Turin: Giappichelli, 
1938. Pp. 72. 101. 

GaRino-Canina (A.). Principi e indirizzi finanziari di Camillo 
Cavour. Rome: Giovanni Bardi, 1938. Pp. 44. 

Guiewia (G.). Lineamenti economici del nuovo Impero. Genoa : 
Orforii, 1938. Pp. 342. 201. 

MarranI (P.). Del costo di produzione nella economia politica 
corporativa. Padua: Cedam, 1938. Pp. xvi-655. 751. 


Japanese. 


Tsucutya( T.). An Economic History of Japan. Edited, with an 
Introduction and Notes, by Kurt Singer. Tokyo: Asiatic Society of 
Japan; London: Kegan Paul, 1937. 84”. Pp. xviii + 269. 7.50 yen. 


[To be reviewed.] 
Official. 
BRITISH. 
Report of the Chief Registrar of Friendly Societies for the year 
1937. Part 4, Trade Unions. London: H.M. Stationery Office, 
1938. 13”. Pp. ii+ 25. Is. 6d. 


(Trade Union funds had grown by £1,864,528 to a total of £16,031,730 at the 
end of 1936. The average contribution per member was £1 18s, ld., of which 
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3s. 11d. went in trade benefits, 12s. 2d, in other benefits, 6d. to the political fund, 
138. 1ld. in working expenses, and 3s. Od. on federal levies, trades council fees, 
congresses and charitable expenditure. ] 


Board of Trade. Companies—Forty-seventh General Annual 
are. London: H.M. Stationery Office, 1938. Pp. iii + 20. 


(The annual report for 1937 once more indicates the enormous predominance 
of the private over the public company as a form of industrial organisation. 
At the end of December 1937, of 165,597 companies on the registers, 146,406 
were private companies. The net increase during the year was 6,099, but this 
figure includes a decrease in Scotland of 74. Of the 13,344 new companies 
registered during the year, 331 (with a nominal capital of £38,284,959) were 
public companies, and 12,889 (with a nominal capital of £82,017,542) were 

rivate companies—the remaining 124 were registered without a share capital. 

he aggregate paid up capital of all companies on the registers in England and 
Scotland at the end of 1937 was £4,067 millions in public companies, and £1,828 
millions in private companies.] 


Final Report on the Fifth Census of Production and the 
Import Duties Act Inquiry 1935. Part I: The Textile Trades; 
The Leather Trades; The Clothing Trades. London: H.M. 
Stationery Office, 1938. 93”. Pp. xviii+ 512. 7s. 6d. 


Report of the Industrial Assurance Commissioner for the year 
ended 31st December, 1937. London: H.M. Stationery Office, 
1938. Pp. 51. Is. 

Report of the Chief Registrar of Friendly Societies for the 
year 1937. Part I, General. London: H.M. Stationery Office, 
1938. 93”. Pp. 37. 9d. 

[This Report is chiefly concerned with savings banks, superannuation funds, 
and workmen’s compensation schemes. } 


Report of the Chief Registrar of Friendly Societies for the 
year 1937. Part 5, Building Societies. London: H.M. Stationery 
Office, 1938. Pp. ii+ 25. 1s. 6d. 

(This Report begins by repeating a warning to those concerned in the pro- 
motion of building societies that rates of interest have in some cases been fixed 
at a level too high to be paid by a society which was neither charging unreasonable 
terms to borrowers nor undertaking more risky business than is proper, and it is 
indicated that the machinery of inspection is not difficult to set in motion. 
Extracts are indeed printed from the report of an inspection which revealed 
fraudulent conduct. At the same time the Report shows the very rapid growth 
of business. From a figure of about £501 millions in 1933 total assets have grown 
to £656 millions in 1936.] 


Ministry of Agriculture and Fisheries Index Number of 
Agricultural Prices, 1938. London: H.M. Stationery Office, 
1938. Pp. 42. 9d. 


{A revision of the Index Number of Agricultural Prices has been made 
desirable by the considerable changes since 1908 in the relative importance of 
different crops, by the introduction of new crops, such as sugar beet, and by the 
change in selling methods resulting from the marketing schemes. An advisory 
committee was aoeeees early in 1937, which included representatives of the 
Ministry of Agriculture and other Government Departments, of the N.F.U. and 
the trade unions concerned, and independent experts in the persons of Professor 
Ashby and Professor Bowley. This report explains the alterations recommended 
and now adopted, which include changes of commodities included (mainly 
adding sugar beet and various forms of glasshouse produce and vegetables, and 
excluding some obsolete items), changes in the sources of quotations (while the 
price at the point of first sale is still used, first as well as second quality prices are 
introduced for some items), changes in the base period (1927-9 for 1911-13), 
changes in the system of weighting (for fixed weights based on 1908 outputs a 
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system of moving weights will be substituted, whereby the weight of each com- 
modity will be proportionate to the value, at the prices of 1927-9, of the output 
of the five previous crop years), changes in the monthly index numbers (two 
separate indices will be published, one of them measuring actual price changes, 
the other the changes after seasonal movements have been eliminated), and 
finally a new index number of fertilisers and feeding-stuffs is in preparation. 

. The new series has been carried back to 1927, and comparison of the behaviour 

: of the two has been made easy by scaling down the old series to equate the 
average of the years 1927-9 to 100. In the first three of the years following 

; 1931 the new series lay above the old, since 1934 it has lain from 4 to 3} points 
below the old.) 


Dominion of Canada. Dominion Bureau of Statistics. Racial 
Origins and Nativity of the Canadian People. Census Mono- 
graph No. 4. Ottawa, 1937. 10’. Pp. 292. 35c. 
[This monograph is the work of Professor W. Burton Hurd, of the Department 
of Economics, McMaster University.] 


Report of the Royal Grain Inquiry Commission, 1938. Ottawa, 
1938. Pp. 264. $1.00. 
[To be reviewed. ] 


Quarterly Summary of Australian Statistics. March, 1938. 
Canberra : Commonwealth Bureau of Census and Statistics, 1938. 
93”. Pp. 90. Is. 2d. 


The Queensland Year Book 1938. Brisbane: The Govern- 
ment Statistician, 1938. 84”. Pp. xv + 334. 


(This is the second issue of a very useful statistical handbook first started by 
Mr. J. B. Brigden, and now continued under the direction of Mr. Colin Clark. 
While not intended as a final reference book, it contains in most accessible form 
the greater of the information that is required for all ordinary purposes, 
and the explanatory text is at the same time adequate and concise. Additions 
during the year take the form of an historical appendix summarising all available 
statistics of population, trade, etc. since the foundation of the State, and additional 
material relating to export prices and the balance of trade.] 


Report of the Commission on the Marketing of West African 
Cocoa. London: H.M. Stationery Office, 1938. 94”. Pp. 221. 
3s. 6d. (postage extra). 

[To be reviewed.] 


Commission of Inquiry into Banking, Currency and Credit 
(in Ireland). Vols. I and IL, Memoranda and Minutes of Evidence. 
Vol. III, Reports. Dublin: The Stationery Office. 10”. Vols. 
Tand II, pp. 1448. Vol. III, pp. xxxi + 694. 7s. 6d., 7s. 6d., 58. 


[To be reviewed.] 


Eayprt. 


Ministére des Finances. Rapport sur le Commerce Extérieur 
de l’Egypte pour l’année 1937. Cairo: Imprimerie Nationale, 
Boulac, 1938. 103”. Pp. iv + 234. 


TURKEY. 
Recensement Général de la Population au 20 Octobre 1935. 
Ankara: Mehmet Ihsan Basimevi, 1937. 114”. Pp. xxviii + 
404. 


1938] RECENT PERIODICALS AND NEW BOOKS 795 


LEAGUE OF NATIONS. 

League of Nations. Preliminary Investigation into Measures 
of a National or International Character for Raising the Standard 
of Living: Memorandum prepared by N. F. Hatt. Geneva: 
Allen and Unwin, 1938. 93”. Pp. 91. 2s. 

[To be reviewed.] 


League of Nations. Committee of Statistical Experts. 
Statistics of the Gainfully-Occupied Population. Studies and 
Reports on Statistical Methods. No. 1. Geneva: Allen & 
Unwin, 1938. Pp. 32. 1s. 

League of Nations. Committee of Statistical Experts. 
Minimum List of Commodities for International Trade Statistics. 
Studies and Reports on Statistical Methods. No. 2. Geneva: 
Allen & Unwin, 1938. Pp. 62. 2s. 

League of Nations. Committee of Statistical Experts. 
Statistics Relating to Capital Formation. Studies and Reports 
on Statistical Methods. No. 4. Geneva: Allen & Unwin, 1938. 
Pp. 22. Is. 

League of Nations. World Economic Survey. Seventh 
Year 1937-38. Geneva: Allen and Unwin, 1938. 94”. Pp. 244. 
7s. 6d. (cloth); 6s. (paper). 

[To be reviewed.] 


League of Nations. World Production and Prices 1937-38. 
Geneva: Allen & Unwin, 1938. Pp. 137. 5s. 
[To be reviewed.] 


INTERNATIONAL LaBouR OFFICE. 

International Labour Office. The I.L.0. Year-Book 1937-38. 
Geneva, International Labour Office, 1938. 94”. Pp. 650. 
Cloth, 12s. 6d.; paper, 10s. 6d. 

International Labour Office. Labour Courts. Geneva: In- 
ternational Labour Office, 1938. Pp. viii + 220. 5s. 

(This report is complementary to the I.L.0.’s Conciliation and Arbitration 
in Industrial Disputes, and deals solely with the machinery that has been set up 
to settie labour disputes arising out of existing rights—i.e., justiciable disputes, 
as distinct from “‘ collective disputes about interests,’’ which relate not to mis- 
understanding in regard to accepted conditions, but disagreement as to what 
those conditions should be. In this Report there is no mention of Great Britain 
since the Industrial Court, contrary to what its name would imply, is a board of 
arbitration. The first section, on comparative legislation, discusses the history, 
constitution, composition, jurisdiction and procedure of the Labour Courts. 
The second and longer section consists of national monographs on twenty-three 
separate countries. ] 

International Labour Office. International Survey of Legal 
Decisions on Labour Law 1936-37. (Twelfth Year.) Geneva : 
International Labour Office, 1938. 94”. Pp. xvii + 533. 10s. 


International Labour Office. The Worker’s Standard of 
Living. Geneva: International Labour Office, 1938. 9}”. 
Pp. 101. 2s. 

[To be reviewed.] 

International Labour Office. Year-Book of Labour Statistics. 

International Labour Office, 1938. Pp. viii + 
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CENSUS OF PRODUCTION 
Part I, relating to the Textile, Leather and Clothing Trades of the Final Report of the 
5th Census of Production (1935) is now ready. 7s. 6d. (8s.). Other volumes follow 
shortly 


NEW INDEX NUMBER 
The Ministry of Agriculture has devised a new Index Number of agricultural prices. 
It has been fully explained with statistics of price variations in past years in a short 


Report. gd. (10d.). 


TRADING PROBLEMS 


Among interesting recent special reports on Trade and Commerce are the following :-— 

Report of the Commission on the MARKETING oF West ArricAN Cocoa. Cmd. 
5845. 35. 6d. (3s. gd.) which deals with the growers strike and boycott of certain 
European products by Gold Coast and Ashanti Farmers. 

A Joint Committee composed of British and Argentine representatives has 
upon the ANGLO-ARGENTINE MEAT TRADE. Cmd. 5839. 25. 6d. (2s. 8d.) 

The First Report of the Lrve Stock Commission for the period 1st August, 1937 to 
oot March, 1938 deals with the ny 4 one of the Cattle Subsidy, Live Stock 

arkets, Slaughtering, etc. 15. (15. 1d.) 

Imperial - World Trade in PLanration Crops (sugar, spice, tea, tobacco, rubber, 
etc.) and CANNED AND Driep Fruit during 1937 are interestingly described in 
surveys by the Imperial Economic Committee. 2s. 6d. each (25. 9d.) 


STATISTICS 


Many students of current economic problems have yet to become acquainted with the 
** Guide to Current Official Statistics,” the invaluable annual desk volume indexing 
listing the year’s output of official statistics. Volume for 1937 now ready. Over 400 


pp. 15. (15. 5d.). 


THE HUMAN FACTOR IN INDUSTRY 


Twenty years ago little was heard of the need for special study of the human factor in 
industry. The striking revolution in industrial organisation and outlook which ~ 
since been achieved is largely due to the work of the INpustR1IAL HEALTH 
Boarp. In its 18th Annual Report for the year ended goth June, 1938 the Board 
‘aang a concise summary of the outstanding progress in the last twenty years which 
led up to their present balanced view point of human problems in industry. The 
current —— of the year is also surveyed with indications Pf the future programme of 
study. 1s. 2d.) Notes on new work by the Board are sent free to all enquirers. Ask to 
be added to mailing list at H.M.S.O. 


All prices are net. Those in parentheses include postage. 


HIS MAJESTY’S STATIONERY OFFICE 
LONDON, W.C.2: York House, Kingsway 
EDINBURGH, 2: 120 George Street MANCHESTER, 1: 26 York Street 
CARDIFF: 1 St. Andrew’s Crescent BELFAST: 80 Chichester Street 
or through any bookseller 
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THE ECONOMIST 


(ESTABLISHED 1843) 
The Leading Authority on Economic and Financial Affairs 


The reliability of its information, the authority of its judgments and the complete 
independence of its editorial policy, have given The Economist a unique 


position in journalism. 


Its columns include a considered review of money-market conditions and of the 
international monetary situation, a survey of economic conditions throughout the 
world by special correspondents in all the principal centres, full statistics of Covern- 
ment and public finance, home and overseas bank statements, bullion movements, 
foreign exchange and money rates and a special Stock Exchange and investment 


section. 
Single Copies, ONE SHILLING. Quarterly 14s. 6d.; Half-Yearly, £1 9s. 
Yearly, £2 18s. Overseas, £3 1s. per Annum. 
Offices— 
8 BOUVERIE STREET, FLEET STREET, E.C.4 
And of all Booksellers and Newsagents 


THE ECONOMIC RECORD 


The Journal of the Economic Society of Australia and 
New Zealand 
PUBLISHED HALF YEARLY IN JUNE AND DECEMBER 
CONTENTS DECEMBER, 1937. 


Twentieth Century Banking in Australia A. G. B. FisHer 
Guaranteed Prices for New Zealand Exports H. BetsHaw 
Incidence of Taxation S. J. Burin 
Theory of Wage Fixation A. SMITHIES 
Russia, 1900-1936 J. Dyason 
The Fair Wage Principle in New Zealand E. J. Ricues 


Single copies, 5s. (Australian). | Annual Subscription, 10s. (Australian). 


The Economic Record publishes authoritative articles by 
economists on economic, financial, labour and social conditions in 
Australia and New Zealand. 


ell f the Royal Economic Soci bscribe at 6s. , 
(Fellows of the at 6s. a year, 
In all other cases subscriptions should be sent to the publisher : 
The Managing Director, The Melbourne University Press, 
Melbourne, N. 3, Victoria, Australia. 


The immediate economic future of America and Britain 


FULL RECOVERY 


OR STAGNATION? 


by 


ALVIN HARVEY HANSEN 
Littauer Professor of Political Economy, Harvard University 


| 
| 


‘Few persons could be as well qualified as Professor Hansen to write this | 
opportune and penetrating study. The select band of economists to which 

he belongs, who combine mastery of the technical tools of theoretical 
analysis and contacts with practical affairs, is all too limited in number. 
The former quality is evidenced by his widely known contributions to 
technical economic literature, the latter by his former service as Economist 

of the State Department at Washington, as Director of Research of the 
Commission on National Policy in International Relations, and in various 
other practical capacities."—From A. D. GayEr’s Introduction. 


15s. met (by post 155. 6d.) 


Published by ADAM & CHARLES BLACK, Soho Sq., London, W.1 


UNIVERSITY OF LONDON 


| The Senate invites applications for grants for specific projects of 
| research to cover approved expenses, and for the provision of 
| materials and apparatus not otherwise available. Applicants must 
be members of the University of London or Teachers in a School of 
the University. Forms of application (which should be returned by 
March 31, 1939) and Regulations may be obtained from the Academic 
Registrar, The Senate House, University of London, W.C.1. 


CHRONICLE 23% 


The Investors’ Chronicle’s MONTHLY SECURITIES INDEX, covering all sections of the Markets for 
each month-end since 1920, is quoted by BANK and INVESTMENT TRUST CHAIRMEN, at ANNUAL 
SHAREHOLDERS’ MEETINGS, to a greater extent than any other index to security values, 


The Week in International Finance is a regular weekly feature. 
A Free Specimen Copy containing the latest Security Index can be obtained by post-card application to 


THE PUBLISHER, 20 BISHOPSGATE, E.C.2 


THE EUGENICS REVIEW 


the Biological Quarterly which the Layman can read 


Vol. XXX, No. 3. October, 1938. 


MopvERN DEVELOPMENTS IN MENTAL WELFARE Work. Evelyn Fox. 


Tue Cost or EpUCATION AND ITs RELATION TO THE SIZE OF THE 
Famity. Grace G. Leybourne. 


A Srupy in Inpran FeErtitiry. Dwarkanath Ghosh and Rama 
Varna. 


Published Quarterly—January, April, July, and October—at 3s. post free (125.a 
year). Free to Fellows and Members of the Society. 
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The Canadian Journal of 


Economics and Political Science 
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Canadian Political Science Association 
Editors : 
C. A. CURTIS, H. A. INNIS, R. A. MacKAY, R. Mac G. DAWSON 
Managing Editor : 
Vv. W. BLADEN, UNIVERSITY OF TORONTO, CANADA 

Annual Subscription, . . $3.00 

Single Copies. . . . . $1.00 
This Journal publishes articles on the economic, political and social problems of 
Canada and on the general theoretical issues raised by these problems. The 
Journal also contains reviews, notes on current Dominion and Provincial 


Legislation, and on Canadian official publications. Each issue will contain a 
bibliography of Canadian Economics. 


(Members of the Royal Economic Society may subscribe to this Journal through the Secretary of the 
Society at the reduced rate of 6s.) 


Subscriptions may be sent to the publisher 
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